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ENJOYING LIFE 


; REALIZED: A worry-free retirement, thanks to 
fi years of valued advice. 


5 
j bh Investors Group clients since 1964 


1926: Investors Group first begins | 1950: Investors Group predecessor Investors 1971: With the goal of providing a 


serving the financial needs of Canadians Syndicate Ltd. launches the company’s complete financial plan, Investors Group 
through our founding company Investors first mutual fund. Today we offer our clients adds insurance to the broad range of 


Diversified Services. a broad choice of 62 funds. investments and mortgages they offer. 


“TED FOREMAN IS THE BEST THING THAT EVER HAPPENED TO US,” claims John Gutl rie from F 
Manitoba. His wife Gladys agrees, “Ted’s advice over the years has been invaluable.” When thei 
were small, the Guthries knew they wanted to do something for the future. A chance conve 


them in touch with Ted Foreman, who was just beginning his career with Investors Group. a 


What started as a $100 a month savings plan, blossomed under Ted’s guidance so that 
today, after 15 years of retirement, still have the freedom to enjoy life and help their chil 
they need it. The tremendous value of this relationship is best described by John eee 
been more than a financial advisor; he’s been a good friend.” . . mt 2 : 

Throughout this Annual Report, you'll find other examples of the value of lasting relation 


Without a doubt, they are one of the great benefits of Investors Group’s personal financial planning appr 
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tremendous value Investors Group achieves through lasting client 
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Shareholder Information 


FOR MORE THAN 70 YEARS, Investors Group has been advising Canadians of the benefits of long- 


term financial planning. Our 3,774 representatives offer Investors Group clients a unique package of 


personal financial planning services and a full complement of financial and investment options from 


mutual funds and Guaranteed Investment Certificates to insurance and mortgages. Our representatives, 


who live and work in most communities in Canada, are supported by 100 Financial Planning Centres 


across the country. Investors Group is proud to count more than one million Canadians as our clients. 


Investors Group Inc. is a member of the Power Financial Corporation group of companies. Investors Group's Head Office is located in Winnipeg Manitoba 
cf a“) < 
The Corporation’s shares are listed on The Toronto Stock Exchange, The Montreal Exchange, and The Ww innipeg Stock Exchange. 


On the Cover: Investors Group clients, John and Gladys Guthrie, enjoy an afternoon of bird watching. 
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1998 1997 Change 
NET INCOME (in thousands of dollars) S 188,344 S er lssil2 27.1% 
Earnings per share $ 0.89 S 0.70 27.7% 
Dividends per share S) 0.38 $ 0.30 26.7% 
Return on average common equity 23.8% 21.1% = 
MUTUAL FUNDS (in thousands of dollars) 

Sales S 6295975 S Geile ns -3.3% 

Redemption rate 10.0% 9.9% = 

Net sales S 2,886,574 S S22. Tis! 18.0% 

Assets under management S 36,063,827 S 32,248 292 11.8% 
MORTGAGES (in thousands of dollars) 

Originations S 958,963 S 1,001,634 4.3% 

Mortgages serviced S$ 8,144,143 S 4,1573035 95.9% 
INSURANCE (in thousands of dollars) 

Sales (annualized premiums) $ 13)715 S 14,359 30.3% 

In force (face amount) S 14,548,371 § 12,279,426 18.5% 
DEPOSITS AND CERTIFICATES (in thousands of dollars) 

Sales $ WS, 225 S 93537 16.4% 

Deposits & certificates S 371,628 S 488,022 23.9% 
BROKERAGE ACCOMMODATION (in thousands of dollars) 

Assets under administration S 589,728 $ 315,949 86.7% 
Clients 1,013,206 939,664 7.8% 
Client accounts 3,678,091 3,094,528 18.9% 
Representatives 3 S07 7.6% 
Employees 1,592 1,407 13.1% 
Financial Planning Centres 100 100 - 

NET INCOME 
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Report to Shareholders 


PRE SDT EIN Se IMIEtS SrANGiE 


“To see the value of our client relationships, look to the 
outstanding results Investors Group achieved in 1998.” 


‘4 H. Sanford Riley, President and Chief Executive Officer 


A PERSONAL APPROACH TO BUSINESS 

Investors Group enjoyed another year of strong 
performance, highlighted by record earnings in 
1998. In addition, the company had a very strong 
sales year - mutual fund sales reached $6.3 billion, 
new accounts rose by 19% and our insurance 
business grew by 30%. At the heart of our con- 
tinued success are the more than one million 
client relationships developed by our highly skilled, 


professional Investors Group representatives. 


On the pages that follow you'll meet some of our 
clients and their representatives, see our personal 
financial planning approach in action, and come to 


appreciate the high value we place on relationships. 


Canada’s leading personal 
financial services organization 


The recognition that a client’s personal financial 
affairs should be developed within a financial 


planning framework is not new to Investors 


Group. Throughout our 72-year history, per- 
sonal financial planning has been at the very 


heart of what we do. 


$36 billion in assets under management. In 
1998, we further expanded our capacity by 
acquiring MAXXUM Funds from London Life. 


Ee ENT RE LA OIN Sse Ss 


“Our client relationships are considered 
to be one of our greatest assets.” 


Mike Miller, Executive Vice-President, Products and Distribution 


Investors Group pioneered financial planning 
in Canada. We were a driving force behind indus- 
try development, playing a major role in the for- 
mation of the Canadian Association of Financial 
Planners and the development of the Chartered 
Financial Planner designation, and in helping to 
establish the Investment Funds Institute of Canada. 
We continue to take a leadership role in areas of 


professional standards, education and regulation. 


A growing range of products and services 

To meet the diverse financial planning needs of 
a wide range of clients, we are continually expand- 
ing our products and services. Over the past five 
years, Investors Group has become one of Canada’s 
largest distributors of insurance products; 85% 
of our representatives are currently licensed to 
provide insurance to our clients. 

Today we rank among the top mortgage 
administrators in Canada. Our brokerage sub- 
sidiary, Investors Group Securities Inc., admin- 
isters close to $600 million in assets. 

Investors Group continues to be Canada’s 


leading manager of mutual funds, with over 


Our representatives make the difference 
While we have the size and scale of many other 
financial institutions, and offer similar products 
and services, what really distinguishes Investors 
Group is the advice and service that we provide 
through our representatives. 

We ensure the quality of our representatives 
through a rigorous selection process, followed by 
extensive training 1n representative schools and 
ongoing development through the Investors 
Group Institute, our comprehensive in-house 
continuing education facility. Our representa- 
tives are fully supported through state-of-the-art 
technology and an extensive network of mort- 
gage, insurance, securities, tax and advanced 
financial planning specialists. 

To achieve success, our representatives must be 
the most knowledgeable and well-trained in the 
industry. Experience is also a key asset, with 53% 
of our representatives having four years or more 


in the business. 


Many organizations have tried to replicate our 


approach, but we know that a distribution sys- 


tem as strong as ours takes decades to develop. 
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Our approach is built on the time-tested value 
of our financial planning ethic and the collec- 
tive wisdom that comes from operating in 


financial markets for more than 70 years. 


THE VALUE OF OUR INVESTMENT STRATEGY 
The past year was marked by volatility in the 
financial markets. After a prolonged bull market, 
uncertainty dominated from June onwards. 
Canadian equity markets corrected by 31.8% from 
their highest point in April, but by the end of the 
year the TSE 300 Composite Index had recovered 
by 21.6%, ending the year with only a slight loss. 

Volatility in financial markets is nothing new. 
Since Investors Group introduced its first mutual 
fund 48 years ago, there have been 12 occasions 
on which the Canadian markets have declined 
by 15% or more. In that same period, however, 
the markets have experienced an overall increase 
of 2854%. 

Recent events have served to underscore the 
importance of the long-term, balanced, and well- 


diversified approach that Investors Group brings 


Our representatives have the training and expe- 
rience to guide their clients through variable 
markets. They spend considerable time with 
clients, reviewing their plans and goals, and 
encouraging them to employ prudent strategies 
such as dollar-cost averaging, asset allocation 
programs, proper use of RRSPs and diversifica- 
tion. Investors Group offers a selection of unique 
portfolio funds, specially designed to provide a 
simple and convenient way for our clients to pur- 
sue a diversified and balanced investing approach 


suited to their personal goals. 


COMPETING FROM A POSITION OF STRENGTH 
Competition within the financial services sector 
for the management of long-term assets contin- 
ues to increase, changing the landscape of the 
Canadian marketplace. 

Today, we are seeing more competition from 
domestic companies such as life insurers and banks, 
as well as from some of the world’s largest inter- 
national mutual fund companies and banking con- 


cerns which have recently entered the Canadian 
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“We continue to develop new products and services 
to meet the changing needs of our clients.” 


Sandra Metraux, Senior Vice-President, Marketing 


to the management of our clients’ investments. Our 
clients’ successes over many decades prove that this 
is the best approach to dealing with the inherent 


short-term fluctuations of the financial markets. 


market. This is a trend that we expect to continue. 
Despite the challenges of increased competi- 
tion, we view our position as one of strength. 


Investors Group continues to stand apart from 


LO) 19.48 


other financial services companies because of 
our commitment to a strong and growing dis- 
tribution system and our personal approach to 


providing financial planning advice and service 


We believe that this thorough review of the 
financial services sector currently under way is 
both necessary and good for the industry. The 


introduction of fair rules of competition for both 


COMMITMENT TO FINANCIAL PLANNING 


“Investors Group’s commitment to financial planning 


makes us unique among financial institutions.” 


Jean-Guy Gourdeau, C.A., C.F.A., Senior Vice-President, Strategic Initiatives 


| 


—_—s = 


to our clients. This is why our business has pros- 
pered over the last 72 years. Our challenge is to 
continue to evolve our methods, systems and 
products in the future, as we have in the past, 
while keeping an eye on the historical strengths 


that have been the key to our success. 


Industry developments 

A number of significant developments in 1998 
are a precursor to change in the financial services 
sector in Canada. Over the course of the year, 
we heard from the MacKay Report, the 
Competition Bureau, several parliamentary 
committee reports and, more recently, Office 
of Consumer Affairs, Industry Canada, which 
released a second report on the mutual fund 
industry prepared by former Ontario Securities 
Commissioner Glorianne Stromberg. 

We also saw the establishment of the Mutual 
Fund Dealers Association of Canada (MFDA) and 
the implementation by various provincial secu- 
rities regulators of a more comprehensive reg- 


ulatory environment for mutual funds. 


domestic and foreign companies is essential to 
foster and maintain a strong and competitive 
Canadian industry. 

We also believe that open access to the Canadian 
Payments System is essential for meaningful 
competition to occur. 

Above all, we believe that increased consumer 
protection is vital for the long-term health of the 
industry. We continue to encourage regulators to 
insist on greater consumer disclosure and higher 
professional standards. The fact that provincial 
securities regulators are now working together 
closely on consumer issues 1s extremely encour- 
aging. We are also pleased by the initial efforts 
undertaken to coordinate the activities of the 
MFDA and other regulatory groups such as the 


Investment Dealers Association. 


Internal initiatives 

While developments proceed on an industry 
level, Investors Group has made considerable 
progress internally. As a long-time advocate of 


stronger consumer protection, we believe that 
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financial planning should be widely available 
to Canadians but with standards in place so 
that consumers are well-served. To this end, 


we have established a partnership with Laval 


Strong results 

Net income for 1998 increased by 27.7% to 
$188.3 million and earnings per share rose to 
$0.89, up 27.7% from 1997. Dividends per share 


CHIE NT SERVICE 


“We continue to fine-tune our operations to provide 
top-quality service at reduced costs.” 


Gary Wilton, Executive Vice-President, Client and Information Services 


University which allows our representatives to 
pursue university-level financial planning courses. 
As a further indication of our commitment to 
professional development, we require that all 
new representatives attain their Certified Financial 
Planner designation within five years of joining 
Investors Group. 

Investors Group’s client communications — 
special reports, newsletters, seminars and our 
newly re-designed client statements — go a long 
way in educating and informing clients about 
financial matters. 

We have a long history of supporting self 
regulation of the industry, with many of our 
senior officers serving on the Investment Funds 
Institute of Canada and the Mutual Fund Dealers 


Association of Canada. 


RESULTS AND ACHIEVEMENTS 

Despite the uncertainty that gripped the finan- 
cial services sector for most of the year, our 
results continue to show significant improve- 


ment and impressive growth. 
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increased for the ninth consecutive year, rising 
8 cents to $0.38. 

Over the course of 1998, Investors Group’s 
shareholders’ equity base expanded, reaching 
$850.9 million. Return on equity at 23.8% was 
the highest achieved since 1987. 

Through investment growth and new sales, 
assets under management grew by 11.3% to 
$37.9 billion. We attracted 73,000 new clients 
over the year, an increase of 7.8%. 

Despite market conditions, net mutual fund 
sales were steady at $2.9 billion, within 18.0% of 
1997’s record-high results. Our redemption rates 
remain among the lowest in the industry at 
10.0% and speak to the quality of our client 
relationships. Growth of our sales force was 
strong, with the addition of 267 representatives 
in 1998, bringing the total to 3,774. 

The move to broaden our product range con- 
tinues to pay dividends, with insurance sales up 
by 30% over 1997 — our best sales year yet. Since 
we established I.G. Insurance Services Inc. three 


years ago, first-year premiums have grown by 


330% and our sales force is now one of the top 
distributors of life insurance products in Canada. 

While mortgage originations throughout 
Canada were down, Investors Group’s mortgage 


originations remained steady at $959 million. 


Achievements 
There has been significant attention focused on 
the Y2K computer issue. Throughout 1998, we 
took the steps necessary to prepare our own 
systems and we have also been monitoring the 
progress of our suppliers and business partners 
to ensure we are ready for the Year 2000. 
Four years ago, Investors Group identified a 
number of changes to our processes which would 
improve the efficiency of our business. At that 
time, our non-distribution costs were 0.54% of 
average mutual fund assets under management. 
Today they are 0.30%. As the scale of our oper- 
ations grows, and with continued improvements, 
we see an opportunity for even greater savings. 
Our strategic relationship with Great-West Life 
and London Life has allowed for further operational 


idated under Investors Group. We now handle the 
admunistration of all London Life’s residential mort- 
gages. With $8 billion in mortgages under admin- 
istration, Investors Group ranks among the top 


eight mortgage administrators in Canada. 


A SOLID FOUNDATION FOR FUTURE SUCCESS 

Our focus on building lasting client relation- 
ships through professional and knowledgeable 
representatives has produced one of our most 
enviable assets — a large and stable client base 
which we are continuing to develop. As we look 
to 1999 and beyond, we see a number of oppor- 


tunities to further strengthen our business. 


Opportunities through strategic relationships 
Our relationship with Great-West Life and 
London Life continues to be a valued source of 
opportunities. We are often asked how these 
three companies, which compete with one 
another in a number of areas, can work so effec- 
tively together. The answer is that we respect 


each company’s areas of expertise and business 


RECORD EARNINGS 


Gregory D. Tretiak, C.A., C.F.P., Senior Vice-President, Finance 


“Through increasing representative productivity and 
by effectively controlling expenses, we've achieved our 
8th consecutive year of record earnings.” 


efficiencies. We have streamlined our Call Centre 
and Corporate Contact Centre operations, result- 
ing in improved service. Mutual fund accounting 


for Investors Group and London Life was consol- 


practices, and recognize that we can build on 
each other’s strengths in order to deal more 
effectively within a market of large domestic and 


international competitors. 
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Investors Group’s capacity as a manufacturer of 
high-quality investment products, and the acqui- 
sition of MAXXUM Funds from London Life, allow 
us to provide both Investors Group representatives 
and the sales force of London Life with a com- 
prehensive mutual fund product shelf. 

Great-West Life continues to be instrumental in 
assisting I.G. Insurance Services Inc. Recently, for 
example, Great- West Life helped us develop a line 
of segregated funds, to be introduced in early 1999. 


Focused on Client service 
We are committed to making continual improve- 


ments, with the goal of serving our clients bet- 


ter. Going into 1999, a number of initiatives are 
well under way. 

Our new client statements keep clients fully 
informed while providing asset allocation and 
tax planning data to assist in the management of 
their financial plans. We expect to launch new 
{Internet-based capabilities for representatives and 
expand our laptop technology to accept trans- 


actions, making it easier to do business with 


planning, commitment to improved service, and 
quality of our strategic relationships strongly 
positions Investors Group for the future. These 
core strengths will continue to help Investors 
Group build the lasting client relationships that 


are the platform for our success. 


AT WORK AND IN THE COMMUNITY 
In towns and cities across the country, from 
Corner Brook to Cranbrook, and Winnipeg to 
Montreal, Investors Group makes its presence 
known by supporting our employees and repre- 
sentatives in community involvement. 
Through an extensive program of matching 
gifts, grants and sponsorships, Investors Group 
helps our employees and representatives give to 
the causes and organizations they support. 
On the corporate front we are proud to be 
designated a caring company by Imagine — 
the Canadian Centre for Philanthropy. One 
of the key areas of our support is youth edu- 
cation and development. Our Money and 


Youth Program, developed with the Canadian 


COMMUNITY GIVING 


“Our focus on community giving is fundamental to our 
business and a longstanding tradition.” 


W. Terrence Wright, Q.C., Senior Vice-President, General Counsel and Secretary 


| Investors Group. In addition, further extensions 
to our range of products and services are planned. 


We believe that the combination of our tra- 


_ ditional values, personal approach to financial 


Foundation for Economic Education, is being 
used in high schools across the country 
to teach students about managing money. 


“Street Cents” is a television program aimed 
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at helping young people become better- 
educated financial consumers. 
Investors Group is committed to sharing cul- 


ture with Canadians through our sponsorship of 


over the past year. Joining the Board in 1998 was 
John McCallum, a Professor of Finance at the 
Unversity of Manitoba. His past experience as a spe- 
cial advisor to the Federal Minister of Finance and 


INVESTMENT PHILOSOPHY 


“Patience, rather than market timing, 
rewards the long-term investor.” 


Richard E. Archer, C.F.A., Executive Vice-President, Investments 


arts and cultural programs in centres across 
Canada. We continue to assist amateur athletics 
through the support of the Canadian Coaching 
Association, Volleyball Canada and as a major 
sponsor of the 1999 Pan Am Games to be hosted 
by our home city of Winnipeg. 


Outstanding efforts 
Investors Group’s tremendous success in 1998 
would not have been possible without the out- 
standing efforts of our people. Our head office 
employees, representatives and Financial Planning 
Centres staff are all to be congratulated on a job 
well done. In the face of considerable change and 
many challenging developments over the past 
year, their contribution is greatly appreciated. 
We are grateful for the experience and collective 


wisdom of our Board of Directors and their efforts 


Chairman of the Board of Manitoba Hydro will 
be a valued addition to the Investors Group Board. 

We appreciate the confidence placed in 
Investors Group by our shareholders, employees, 
representatives and clients. Thank you for your 


continued support. 


On behalf of the Board, 


lane 


H. Sanford Riley 

President and Chief Executive Officer 
Investors Group Inc. 

January 29, 1999 


Re) po) rit to Si thy var ce ih 


Oo) td) eo on ss 


9 


Rob and Karen Russell 
with sons Jordan and Braedan 


ACTIVE FAMILY 


ACHIEVED: A head start on the 
road to financial independence. 


Investors Group clients-since 1992 


on retirement, the 1992: With the goal of income splitting in 1992-1998: Through regular meetings, revised 


yntributed to RRSPs, maximizing foreign retirement, started a spousal RRSP for Karen, | and rebalanced the Russells’ portfolios to take 


ntent through a well-diversified portfolio. | investing in growth-oriented mutual funds. advantage of new investing opportunities. 


Ralph Weekes, 
Chartered Financial Planner 


KEEPING PACE WITH THIS ACTIVE FAMILY WOULD LEAVE MOST PEOPLE EXHAUSTED. With two growing boys 
and an avid interest in sports themselves, Rob and Karen Russell find their time at a premium. But 
thanks to a long-term relationship with Investors Group representative Ralph Weekes, the Russells have 
made great strides toward reaching their goals. “Ralph and I went to university together,’ says Rob, “I 
have tremendous respect for his knowledge and experience.” 

Rob started out with Investors Group before he was married. Once Rob had family responsibilities, 
Ralph showed him how to adapt his plan to make sure his family would be well looked after. 
A former teacher, Karen places a high value on their children’s education. She explains, “We want to 
have the resources to provide the best possible education for the boys — it’s so important for their 
future.’ With the help of Investors Group and their representative Ralph Weekes, the Russell family’s 


financial future certainly looks bright. 


Investors Group representative Ralph Weekes knows that it’s possible to reach goals when you follow a well-designed plan. 


sames+-Snowboarding:Private School 


| | 
997: To balance with the couple’s business | 1997: As an alternative to an RRSP, used a lever- | 1998: Opened Registered Education Savings 
vestments, set up a non-registered portfolio aging program to accumulate additional assets on | Plans to provide future post-secondary educa- 
| tion funds for sons Jordan and Braedan. 


ith a focus on other types of investments. a tax-advantaged basis. 


81-1988: With Investors Group’s national 


ence, the Webbers continued to update and 


volve their plan as the family moved east. 


a) 


Richard and Ulrike Webber 
Bealirren INVESTORS 7 


DISCOVERED: The tremendous value a 
of disciplined savings and tax planning. 


Investors Group clients since 1976 in 


1989: Began saving for their children’s univer- 
sity education using a diversified portfolio of 


Investors Group mutual funds. 


Barbara Benke, 
Certified Financial Planner 


A MODEST SAVINGS PLAN WAS HOW THEY GOT STARTED and the Webbers have never looked back. “Our 
goals today are certainly a lot clearer than they were 22 years ago. Back then we were just happy to 
start saving,” remarks Richard. 

Today the Webbers are looking forward to a financially secure retirement. As they've moved across 
the country, Investors Group was always there with well-trained, professional representatives to help them 
evolve their plan. Working with Barbara Benke in London, Ontario, the Webbers have been able to 
accelerate their savings with some innovative tax-planning strategies. Richard says, “We meet with 
Barbara at least twice a year. She’s always well-prepared and extremely knowledgeable.” 

The security of their Investors Group program has given the Webbers the freedom to pursue new 
career interests, send children Jennifer and Mike to university, and still enjoy life. As Ulrike explains, 


“Investors Group showed us that building up our net worth wasn’t a hard thing to do.” 


Investors Group representative Barbara Benke makes a point of meeting with her clients at least twice a year to help them stay focused on their goals. 


Car-Figure Skates- Going South 


1993: Implemented an RRSP loan program, 1995: Changing employers resulted in Richard 1998: By transferring their mortgage to Investors 


topping up their RRSP contributions and transferring his pension assets to an Investors Group, the Webbers were able to lower their 
paying off the loan with their tax savings. Group locked-in RRSP. payments and put even more aside for the future. 


4: To fit with their Ic erm goals, the Reec | 1994: Established a spousal RRSP for Elaine, 1996: Implemented a disability insurance 
retirement assets were consolidated into a 


allowing the couple to take advantage of income program to protect the family’s financial securit 
diversified tfolio of Invest Group mutual f splitting for additional tax savings in retirement. | against loss of income in case of disability. 


Randy Smith, 
Certified Financial Planner 


Years 


A SENSE OF ADVENTURE AND LOVE OF THE OUTDOORS define this Victoria, B.C. family. When Jim was 
launching J. H. Reed and Associates Ltd., his management consulting firm, he found the 
thrill of starting a new venture exhilarating. But leaving behind the world of company benefits and 
pension plans called for a reality check. Jim and Elaine were looking for professional 
help to assess their financial situation and develop a long-term plan. And they found it through 
Randy Smith, a representative from Investors Group. “I’ve known Randy Smith for a long time. 
I have tremendous faith in him and trust his experience,” says Jim. 

With the challenges of running a business, the demands of an active family life and their volunteer 
commitments, the Reeds place a high value on having their finances looked after. As Elaine explains, 
“Randy has helped us in so many ways. He even has the kids investing and it’s wonderful for them to 


see their money grow too!” 


Randy Smith joined Investors Group in 1987 and thrives on the high level of personal service that makes Investors Group's approach unique. 


Games:-Jazz Band-Hockey Gear _— 


1996: Assisted Jim’s business with cash 1997: Using an inheritance, established “In-trust” 1998: With the goal of buying his own car, 
management through an Investors Group accounts for children Jessica and Matthew to pay son Matthew set up a monthly contribution 
money market account. for their post-secondary education. program for his own Investors Group account. 


Jean-Paul and Lucienne Cote 


FINANCIALLY FIT 


FOUND: Expert investment advice and 
long-term financial security. 


Investors Group clients since 1987 


Invested pro 


estate - : ( S 
ate 1987-1998: To make the most of their investments, 1988: Began building registered investment: 


sale to provide tax 7 | ome d e ) 
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splitting in retirement. 


Denis Bergeron, 


Financial Planner 


AN AD IN LOTBINIERE COUNTY’S LOCAL NEWSPAPER was how Jean-Paul and Lucienne Coté found 
representative Denis Bergeron and they’ve been satisfied Investors Group clients ever since. Living in a 
rural area near Sainte-Foy, a suburb of Quebec City, the Cotés were looking for personalized service. 
They loved that Denis would make house-calls — even on Sundays! “Other financial institutions simply 
were not willing to provide the level of service that we get from Investors Group,’ explains Jean-Paul. 

Since then, the Cotés have seen their net worth grow in value, giving them the freedom to do what 
they enjoy. A homemaker and avid volunteer, Lucienne is delighted. ““Thanks to what Denis has showed 
us, I’m getting an income for the first time in my life. It gives me a great feeling of security.” 

The trust they experience in their relationship has been a great comfort. According to Jean-Paul, “We 


talk to Denis about everything — he is very honest and his advice has always been right on the mark.” 


An Investors Group representative for 13 years, Denis Bergeron makes valued advice and personalized service his priority. 


sountry Skiing -New Car +Family Visits 


1991: Rebalanced the Coté’s portfolio, 1994: The Cotés transferred their registered 1998: Started planning their estate with the 
ensuring that their investments continue to assets to a Registered Retirement Income Fund, goal of preserving the Coté’s wealth as an 
meet with their objectives. providing them both with an income. inheritance for their family. 
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SALES Mutual fund sales and mortgage originations 2nd highest in history, insurance sales reach new record 


¢ Sales of mutual funds remained relatively consistent with 1997. Total sales in 
1998 of $6.3 billion represents the second highest level of sales in the history 
of the Corporation, exceeded only slightly by sales of $6.5 billion in 1997. 

¢ Equity and balanced funds continue to be the most significant components of 
sales. Balanced funds experienced substantial growth during the year, reflecting the 
desire of investors to share in market growth while at the same time limiting risk. 


¢ Insurance sales of $18.7 million increased 30.3% in 1998. The value of new 
policies sold during the year was equivalent to that of the sixth largest term life 
insurer in Canada. 

¢ Mortgage originations in 1998 and 1997 were one billion dollars. Over 85% 
of these originations were sourced with the assistance of our representatives. 


MUTUAL FUND ASSETS PER REPRESENTATIVE Increased 9.2% during 


1998 and reached a record $9.5 million 


e Mutual fund assets per representative reached their highest level in the 
Corporation's history during 1998. 

e This reflects the increase in the scope of products and services, the continued 
development of the Corporation’s training process, and the utilization of 
sophisticated personal financial planning software to better assist representatives 
in advising clients. 


e Another critical factor in increasing assets per representative was the continued 
improvement in the retention of experienced representatives. The number of rep- 
resentatives with more than four years experience grew by 16.6% to 1,985 
during 1998 and represents 52.6% of the salesforce. 


NON-DISTRIBUTION EXPENSE RATIO Improved 14.7% or 5 basis points, target achieved two years early 


¢ The Corporation monitors its non-distribution costs which are controlled through 
the management of fixed costs, improved productivity, and effective and 
continual investments in technology. 

¢ Non-distribution costs have decreased significantly from 59 bps to 30 bps of 
average mutual fund assets under management over the five year period and 
decreased 5 bps or 14.7% in the current year. 


¢ The level of 30 bps was achieved two years ahead of the target date set by the 
Corporation in its strategic plan. 

e The Corporation’s strategic plan also includes initiatives designed to increase 
the proportion of expenses which support distribution activities and its 
representatives. Currently, 61% of total expenses are related to distribution 
activities, up from 49% five years ago. 


NET INCOME GROWTH A record at 27.7% 


¢ Earnings increased 27.7% in 1998, the highest increase in the Corporation's 
history and the seventh consecutive year of growth of 15% or greater. 

© Fee income increased 17.9% over 1997 and represents 87.8% of gross revenue. 
This was primarily a result of the higher level of mutual fund assets under man- 
agement. Near record mutual fund sales and low rates of redemption 
contributed to the increase in assets under management of $3.8 billion. 


¢ ROE for 1998 was 23.8%, compared with 21.1% in 1997. 

e The rate of return on shareholders’ investment was nearly 18.5% for 1998 and 
the average compound rate of return during the most recent five year period 
was 19.5%. 


| MUTUAL FUND 
| SALES 


For the financial year 


AVERAGE MUTUAL FUND 
ASSETS PER REPRESENTATIVE 


As at December 31 
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of Financial Condition and Results of Operations 


ent’s Discussion and Analysis 


COMPARISON OF 1998 WITH 1997 
Highlights of Operating Results 
In 1998, Investors Group Inc. achieved record net income 
of $188.3 million, an increase of 27.7% from 1997 earn- 
ings of $147.5 million. This rate of increase is the highest 
since 1987 and is reflective of the continued growth in the 
Corporation’s revenues and effective control of expenses. 
On a per-common-share basis, net income amounted to 
$.89 per share compared with $.70 in 1997 (Chart 1). 
Fee and investment income totalled $975.0 million, an 
increase of 14.5% from 1997. Operating expenses incurred 
in the earning of fee and net investment income amounted 
to $605.3 million in 1998, compared with $547.5 million 
in 1997. Excluding commissions, these expenses, as a per- 
centage of average assets under management, amounted to 
.73% in 1998, compared with .74% in 1997.This decline in 
the ratio of expenses to average assets reflects Management’s 
effective monitoring and control of expenses. 
Shareholders’ equity increased to $850.9 million as at 
December 31, 1998 from $747.2 million at December 31, 
1997. Return on average common equity was 23.8%, com- 
pared with 21.1% in 1997. = — 


expanded knowledge of investment products by the gen- 
eral public, and changing demographics. In particular, 
demographics have had a substantial impact on increases in 
the size of the market as baby boomers are reaching their 
prime saving and investment years. 

In response to a changing and expanding market, the 
level of competition in the industry has increased substan- 
tially. A range of domestic and foreign service providers 
including banks, financial planners, investment dealers, 
insurance companies and others, are all seeking to provide a 
comprehensive range of services. These services are 
designed to meet clients’ overall needs and objectives, 
instead of focusing on isolated and distinct product offer- 
ings. This trend is a result of the broadening of clients’ 
needs and their increasing sophistication, as well as industry 
deregulation, which increasingly has allowed market partic- 
ipants to compete in related industries within the financial 
services sector. This contrasts with the activity in the 
industry several years ago when the focus was on the offer- 
ing of individual products to clients by different providers. 


In addition to expanding the array of financial serv- 


CHART 1 


During 1998, the quarterly 


NET INCOME AND 


dividend per common share EARNINGS PER SHARE 


was increased to 10.5 cents or For the financial year 


(millions of dollars) (dollars) 


42 cents on an annualized 
basis. Quarterly dividends per a ve 
common share have increased 
more than six fold since the 
initial dividend of 1.56 cents 150 


was paid on January 30, 1987. 4 


THE FINANCIAL ff 
100 g 
SERVICES ENVIRONMENT Vv 
The financial services indus- 
try has experienced significant 
growth as well as substantial | °° 
change during the past decade. 


Industry growth has been 


fueled by a number of factors 0 0.0 
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including: changes in 
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increasing ease of invest- 


investment 
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ECONOMIC FACTORS 


Month end rate 
(%) 


panies offer, deregulation has 


also allowed companies to 
broaden their channels of 


delivery of services and prod- 


ucts in order to attract clients. 


The Corporation has recog- 


nized the competitive impli- 


cations of these trends and 


has enhanced its offerings of 
5.0 financial services and prod- 


ucts. The Corporation has 


been quite successful in this 


effort due in large measure 


13 to its comprehensive financial 


planning approach. Currently, 


mortgages, insurance prod- 


ucts, and other financial prod- 


ucts all perform an important 


role in enhancing the rela- 


5 Year GIC Rate 
Be tionships that Investors Group 
* is building with its clients. 


These types of products and 


services complement the Corporation’s mutual fund and 
investment certificate product offerings. 

Within the financial services sector, the mutual fund 
market has continued to assume a more prominent role. 
The mutual fund market itself has experienced substantial 
growth during the past decade. During 1998, industry 
assets under administration increased by $43.5 billion 
to $326.6 billion (as reported by the Investment Funds 
Institute of Canada). This rate of growth in assets reflects a 
continuation of significant levels of sales combined with 
relatively low rates of redemption. 

This rate of growth in assets is related to several factors, 
the most predominant of which is a continuing environ- 
ment of low interest rates (Chart 2). In addition, the positive 
impact of demographics on the financial services industry 
and the expansion in the number of financial services com- 
panies selling mutual funds has continued to fuel the growth 
of mutual funds. 

During 1998, the level of industry sales decreased slightly 
to $121.6 billion from $128.6 billion in 1997 while 


redemption rates remained relatively low. Sales were strong 


early in 1998, but were affected by substantial market 
volatility in the June to September period. During this 
period, equity markets in Canada decreased in value by in 
excess of 30% which had a significant effect upon the 
levels of new investment into mutual funds. However, 
inflows to mutual funds returned to near previous levels 
during the latter part of the year as markets recovered. 
Most analysts predict that the industry’s long-term growth 
will continue in an environment of low inflation and low 
interest rates and that, by the year 2007, total fund assets 
under administration may well exceed $700 billion. 
During the year, sales of Investors Group’s mutual funds 
remained relatively consistent with 1997. Total sales in 1998 
of $6.3 billion represents the second highest level of sales in 
the history of the Corporation, exceeded only slightly by 
sales of $6.5 billion in 1997. This performance represents a 
decrease of only 3.3% as compared to 5.4% which was the 
rate of decrease for the industry. In view of the significant 
market volatility during the year, this performance was very 
encouraging. In addition, throughout the June to September 


period, when the equity markets in Canada experienced 


TABLE 1: SALES OF FINANCIAL PRODUCTS AND SERVICES 


N/M — not meaningful 


Increase 
(in thousands of dollars) 1998 1997 (Decrease) Change 
MUTUAL FUNDS 
Investors Master Series™ 
Equity $2,545,678 $2,992,974 § (447,296) (14.9)% 
Balanced 1,182,570 1,150,953 31,617 BG 
Fixed income 775,434 748,929 26,505 3.5 
Money market 899,017 736,138 162,879 Dont 
5,402,699 5,628,994 (226,295) (4.0) 
Partner funds 
Equity 307,843 450,279 (142,436) (31.6) 
Balanced 524,535 380,131 144 404 38.0 
Fixed income 60,898 8,335 52,563 N/M 
893,276 838,745 54,531 6.5 
6,295,975 6,467,739 (171,764) (27) 
Pooled Pension - 45,676 (45,676) N/M 
$6,295,975 $6,513,415 S (217,440) (3.3)% 
Mortgage originations S 958,963 $1,001,634 S (42,671) (4.3)% 
Deposits STP) S 93/537 S (15,312) (16.4)% 
Insurance (annualized premiums) Spee RSA) 5 lahsiae S 4,356 
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substantial volatility, redemption rates for the Corporation 
remained relatively consistent with prior periods. This 
again confirmed the importance of the efforts of the 
Corporation’s representatives to ensure that clients continue 
to focus on long term investment objectives and do not 
overreact to short-term market volatility. 

Table 1 provides an analysis of the levels and mix of sales 
of financial products and services by the Corporation dur- 
ing 1998 and 1997. 

Equity and balanced mutual funds continue to be the 
most significant components of sales. To a large extent this 
reflects individual investors’ continued desire to participate 
in equity markets in the longer term. However, during the 
year, the volatility in equity markets resulted in a slowing 
in the rate of growth in equity funds while balanced funds 
continued to experience significant increases in sales dur- 
ing this period. This is a reflection of the desire of some 
investors to share in market growth while at the same time 
limiting risk. Sales of fixed income funds experienced 
significant growth during the year, increasing from 11.7% 
of sales in 1997 to 13.3% in 1998. However, the levels of 
fixed income sales continue to lag those of equity and bal- 
anced funds by a substantial margin. 

During 1998, sales of insurance products by the 
Corporation increased by 30.3% to nearly $19 million 
which represented the highest total of sales for insurance 
products ever recorded by the Corporation. Sales of mort- 
gage products reached nearly $1 billion, which represented 
the second highest total in the Corporation’s history. The 
significant levels of sales in these products are indicative of 
the role that a diversified product base can perform in 
enhancing relationships with clients. At the same time, the 
cross-selling of different products provides representatives 
with the opportunity to diversify the components of their 
income, especially during periods of market volatility when 


other financial products may not be as attractive to clients. 


REVIEW OF THE BUSINESS 


Investors Group offers a comprehensive package of finan- 
cial planning services and investment products to its client 
base. This package includes a wide range of mutual funds, 
insurance, guaranteed investment certificates, annuities, 
mortgages, brokerage accommodation services for self- 
directed RRSP’s, RRIF’s, RESP’s, loans for registered invest- 
ments, as well as other services. This comprehensive 
package of products and services is provided to the 


Corporation’s clients by its network of highly-trained 
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and well-supported representatives who review financial 
objectives and develop plans with clients in order to assist 
them in achieving their financial goals. 

Investors Group derives its revenue from a range of 
sources, but primarily from management fees which are 
charged to its proprietary group of mutual funds for invest- 
ment advisory and management services. These manage- 
ment services include responsibility for the investment 
function. The Corporation also earns revenue from fees 
charged to its mutual funds for administrative services. These 
fees are generally based on the net asset values of the funds. 

Investors Group derives distribution revenue in con- 
nection with charges to its account holders for the distri- 
bution of its funds by the Corporation’s group of financial 
planning representatives, as well as in connection with the 
distribution of insurance and brokerage products. Additional 
revenue is derived through investment certificate opera- 
tions, mortgage operations, as well as through fees earned 
in connection with providing administrative services to 
various parties. 

Management believes that its base of assets under man- 
agement is secure and that its broad range of investment 
products meets the varied needs and objectives of individual 
investors. The major focus of these products is on conserva- 
tive investments which provide long-term asset growth and 
competitive returns. Corporate revenues are largely depen- 
dent on the total value and composition of assets under 
management and, therefore, fluctuations in financial markets 
will affect revenues and results of operations. However, 
Management believes that its distribution network of well- 
qualified financial planners, combined with its strategy of 
assisting clients in developing long-term conservative invest- 
ment goals, will help it withstand any downward pressure on 
revenue resulting from market volatility. 

There are three major components of the Corporation’s 
business which must be successful if the Corporation is to 
remain a leader in the financial services industry: its distri- 
bution network of financial planning representatives, the 
investment management function, and the administrative 


services which are provided to clients. 


Financial Planning Representatives 

The first component involves a distribution network of 
financial planning representatives associated with 100 
offices located in various centres across Canada. This group 
of highly-trained and well-supported representatives has 


been an important aspect of the Corporation’s success. 


Representatives meet regularly with clients to develop 
and review their personal financial plans. These plans are 
based for the most part on a conservative investment 
philosophy that advises clients to pursue stable longer 
term returns combined with reasonable levels of risk. 
Representatives also provide clients with high levels of 
ongoing service which is another key component of the 
Corporation's success. The effectiveness of this approach 
has been demonstrated by consistent levels of sales and by 
the fact that the redemption rates for the Corporation’s 
funds are among the lowest in the industry. 

An important aspect of this component is the compen- 
sation which is paid to representatives. Compensation is 
comprised of commission income as well as an asset reten- 
tion bonus which is paid to representatives in connection 
with the servicing of clients and the retention of client 
assets. In addition, this aspect of the compensation struc- 
ture assists in ensuring that the goals and objectives of 
representatives are properly aligned with those of the 
Corporation and its clients. 

As a result of increases in the complexity and in the 
number of financial products and services, as well as the 
introduction of more sophisticated financial planning 
techniques, it is essential that the Corporation’s financial 
planning representatives are properly trained and sup- 
ported. In this respect, during the past several years, the 
Corporation has allocated an increasingly significant amount 
of financial resources to training. The training of represen- 
tatives is an ongoing process that begins immediately upon 
their association with the Corporation. Initial training 1s 
provided in the field by Region and Division Managers. 
The training process is supported by a group of specialists 
who provide representatives with comprehensive training 
in financial planning techniques. In addition, the training 
process focuses on educating representatives on all aspects 
and features of the Corporation’s products. 

During 1998, the Corporation continued to emphasize 
the importance of the training function through the ongo- 
ing development of the Investors Group Institute. The pur- 
pose of the Institute is to provide ongoing comprehensive 
training and education programs to the Corporation's 
representatives, as well as to its employees. To enhance its 
ability to provide training in financial planning, Investors 
Group Institute has established a relationship with a 
Canadian university and with other providers of training. 

As part of its overall training strategy, the Corporation 


strongly encourages its representatives to pursue the 


| 


Certified Financial Planner designation. Recent initiatives 
throughout the financial services industry have focused on 
enhancing levels of training for financial planners and 
introducing uniform qualification requirements in con- 
nection with the utilization of the “financial planner” des- 
ignation. Management is very supportive of all of these 
efforts and continues to strongly support representatives 
in the pursuit of their professional designations in this area. 

Another important component of the success of repre- 
sentatives is the services which are provided to represen- 
tatives. During 1998, the Corporation continued to 
expand Investors Group Advantage, the business system 
which provides representatives with laptop computers and 
internally developed and customized software. This system 
is designed to increase the efficiency of representatives and 
to allow them to enhance the levels of service which they 
provide to clients. The initiative also provides representa- 
tives with the ability to download and analyze client data 
and account information on an ongoing basis in order to 
further enhance client service levels as well as the finan- 
cial planning process. 

Another important component of service support is 
the Contact Centre which has been established to pro- 
vide representatives with service assistance through tele- 
phone or electronic mail. The Contact Centre provides 
representatives with access to highly trained service rep- 
resentatives who provide information on client portfolio 
and product-related issues. 

During the year, the Corporation continued to empha- 
size the importance of representative productivity and 
efficiency levels through a number of Corporate initia- 
tives. One such initiative involved an increase in the num- 
ber of associate representatives as well as a program for the 
development of sales assistants. Associate representatives 
are generally less-experienced planners who work with 
experienced representatives in order to assist them in ser- 
vicing their client bases. The impact of this type of 
arrangement has been to contribute to the overall pro- 
ductivity of representatives, as well as to generally enhance 
client service levels. Sales assistants also contribute to rep- 
resentative productivity and efficiency through the perfor- 
mance of a number of administrative and client-related 
tasks for representatives. However, they do not participate 
in the actual sales and advisory processes. 

As of the end of 1998, the Corporate network of finan- 
cial planning representatives totalled 3,774, as compared 


with 3,507 at the end of 1997. This significant increase 
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primarily reflects a continuing improvement in the rate 
of retention of existing representatives which has been 
experienced by the Corporation during the past several 
years. In 1998, the retention rate for representatives, as 
a percentage of the total number of representatives, 
declined slightly from the prior year but was the second 
highest level of retention during the past 20 years. In 
addition, during the year the proportion of representa- 
tives with in excess of four years experience continued to 
increase. This proportion increased to 52.6% from 48.7% 
in the prior year (Chart 3). 

The Corporation is recognized throughout the financial 
services industry for its highly developed network of qual- 
ified financial planning representatives. Therefore, there is 
constant pressure on the Corporation to retain its represen- 
tatives and to respond to recruiting initiatives from other 
financial services companies. Management believes that 
it has adequately responded to these challenges through: 
revisions to compensation levels, increases in training 
and support, and increases in the scope and diversification 
of product offerings. The success of the Corporation’s 


recent initiatives im this areaeis: clearly /reflected in 


Investment Management 

The second key component of the business is the 
investment management function, which provides the 
Corporation’s clients with a high level of expertise in 
ensuring that fund investments are well-managed and of 
superior quality. Investors Group’s fund managers focus 
on providing clients with reasonable returns while 
restricting risk to relatively low levels. This function has 
been instrumental in ensuring the success of one of the 
basic tenets of the Corporation’s financial planning phi- 
losophy which is to advise clients to save and to allocate 
their assets for investment diversity, increased returns, and 
retirement planning. 

To attain solid performance results and ensure the long- 
term success of the investment management function, 
the Corporation employs experienced and highly-trained 
portfolio managers. The Corporation has adopted a team 
management approach which ensures that fund managers 
are Operating in a manner which is consistent with the 
Corporation’s investment philosophy and with defined 
codes of conduct. This approach also ensures that man- 


agers are complying with fund investment objectives. In 


the high rate of retention of represen- 


tatives during the past several years. seus 


addition, management oversight of exter- 


nal advisors ensures that their activities 


Management is confident that it will 
continue to attract and retain highly qual- 
ified professionals as it further improves 
the quality and enhances the scope of its ao 
product shelf. 

During the year, the Corporation con- 
tinued its focus on the development and 3000 
retention of new representatives. During 
the past several years one of the key initia- 


tives for the Corporation has involved an 
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As at December 31 


are consistent with Corporate investment 
philosophy and with fund prospectuses. 

The Corporation has also established 

a number of relationships with external 

investment advisors in order to provide its 

mutual funds with the investment advi- 

sory services of other investment manage- 

ment firms. These relationships provide 

the Corporation’s clients with diversity 

in the investment advisory function. This 

diversity provides a range of investment 

management styles in order that all clients 

are able to meet their objectives within 


the Corporation’s offerings of funds. 


Administrative Services 


emphasis on the recruitment of new rep- gl 

resentatives with backgrounds in financial 

services, or in related industries or profes- 

sions. The backgrounds and skills that these ee 

individuals possess significantly increase the 

likelihood that they will be able to develop 

successful relationships with clients. The 0 

proportion of recruits with these types of oma 
backgrounds has remained in excess of im 924 

50% throughout 1998. The Corporation oars 1282 1196 


has established a target of 70% for this i 


measure which is to be achieved by the 


year 2000. 3395 3032 3187 


553 561 


m= 1076 1197 1430 


The third key component of the business 


ih involves the administrative services 
646 644 which are provided by the Corporation 
1158 1145 to its clients. These services include 
ere ensuring that client accounts are properly 
fore a maintained, transactions are appropriately 


recorded, and client orders are accurately 
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and expeditiously executed. Recently, initiatives have 
been undertaken which are designed to enhance the qual- 
ity of client account statements. These enhancements to 
client statements are reflected in the 1998 year-end port- 
folio statements. These enhancements involve a number of 
revisions to statements which will substantially increase 
the level of disclosure, as well as provide a consolidated 
view of all client investments and financial products. In 
addition, the Corporation is also continually upgrading 
client information systems in order to facilitate the provi- 
sion of high levels of client service. Management believes 
that the combination of administrative services combined 
with representatives’ services, provides the Corporation’s 
account holders with one of the highest overall levels of 


client service in the industry. 


CORPORATE STRATEGY 

The Corporation continuously reviews its Corporate 
strategy to ensure that it is appropriate for the current 
environment as well as for anticipated changes to the 


environment. It also seeks to ensure that the interests of 


THE SCOPE OF PRODUCTS AND SERVICES 

As discussed, one of the Corporation’s major objectives is 
to provide its clients with a broad range of financial ser- 
vices and products which will meet their needs and objec- 
tives. During the past several years, the Corporation has 
implemented several key initiatives which are designed to 
ensure that it continues to offer products that are suffi- 


ciently broad in scope and diversity. 


Mutual Funds 

The Corporation provides clients with an extended range 
of mutual fund products as well as access to a broad spec- 
trum of mutual funds. During 1996 the Corporation intro- 
duced a number of new funds to its group of product 
offerings in order to provide the Corporation’s clients 
with access to a range of investment advisory services 
(Chart 4). These funds involve the participation of several 
well known and highly respected investment advisors 
including international investment advisors from 
Rothschild Asset Management Limited and Merrill 


Lynch Asset Management LP. Domestic investment advi- 


shareholders, representatives, clients, and 


employees are as closely aligned as possi- euReRy 


sory services are also provided to these 
funds by Sceptre Investment Counsel 


Limited and Beutel, Goodman & 


ble. The strategic plan focuses upon four 
key themes. One of these is a continued 
emphasis on the delivery of financial plan- (#) 
ning advice, services, and products through 
a network of well-trained and supported i: 
professional representatives. A second be 
key aspect of the plan is a recognition of 
the need to broaden and diversify the prod- e 
ucts which are offered by the Corporation 
to a broad spectrum of its clients in response a 
to an increasingly competitive environ- 
ment in the financial services industry. 9 
The third aspect of the plan is the max- 
imization of returns on business invest- 20 
ments by: capitalizing on economies of 
scale, controlling expenditures, and We 


focusing resources on initiatives that 


NUMBER OF 
MUTUAL FUNDS 


As at December 31 


Company Ltd. Both of these companies 
(“) have excellent reputations in institutional 
pension fund management in Canada. 
During 1998, the Corporation desig- 
nated these funds as partner funds in 
‘ order to clearly distinguish them from 
those funds which are managed by its 
A own in-house investment advisors. These 


funds are distributed exclusively by the 


co 


Corporation and have been organized 


in a manner similar to that of all 


a 


of the funds which are managed inter- 


nally. As a result of this structure, clients 


S 


benefit from the Corporation’s internal 


nN 


expertise in distribution and administra- 


tion and the Corporation maintains its 


have direct benefits to clients and repre- 


sentatives. The fourth aspect of the plan 


MAXXUM funds 
is the use of the Corporation’s mutual 
fund manufacturing capabilities in order ae 
to access other distribution channels ee ee 
such as London Insurance Group Inc.'s Partner funds % of Assets 


(London Insurance Group) salesforce. 
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: internal operating margins in fund oper- 
a4 ations. Management believes that the 
9 addition of external investment advisors 
1 iG in this manner has been a very effective 
Pe method of providing clients with access 
to an increased scope of services as well as 
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a range of investment advisory services 
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and approaches to investment management. As a result, 
the Corporation plans to continue to examine new oppor- 
tunities for additional relationships with external parties. 

During the year, the Corporation designated those 
funds which are managed by its own in-house invest- 
ment advisors as the “Investors Master Series™”. The 
Corporation continues to expand the number and the 
range of the funds which are managed by its own in- 
house investment advisors. During 1998, the Investors 
Canadian Small Cap Fund II, the Investors Canadian 
Enterprise Fund, the Investors Canadian Balanced 
Fund, and the Investors Global Science and Technology 
Fund were all added to the Master Series™ The addition 
of these funds is further evidence of the Corporation’s 
efforts to provide diversity in its offerings to its clients. 
During the past three years, the Corporation has added 
a number of funds which focus on a range of opportuni- 
ties in both foreign and domestic markets, as well as in dif- 
ferent industry sectors. 

During the past three years, a total of twenty-six new 
funds have been offered to clients. These funds have 
attracted a total of $5.6 billion in assets during this period. 
Management believes that the addition of these funds has 
substantially enhanced the scope and the diversity of its 
clients’ investment opportunities and will significantly 
increase the attractiveness to clients of the Corporation’s 


product offerings. The Corporation con-  ;— 
tinues to examine opportunities to add Cir 
new funds which will provide further 
diversification to its product offerings. 
International Investments a 
Recent trends in fund management and in 
investing have focused on opportunities in 1000 
overseas markets. Investors Group has con- 
sistently demonstrated initiative in identi- as 
fying overseas investment opportunities | 
and will continue to do so in the future. 
The Corporation currently offers a total of _ 
14 international funds, including two 
funds which invest in emerging markets. is 

In order to ensure that opportunities 
for overseas investments are maximized, 200 
Investors Group operates a European 


subsidiary located in Ireland which man- 
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MORTGAGE ORIGINATIONS 


For the financial year 


(millions of dollars) 


this subsidiary is to provide certain of the Corporation’s 
funds which invest primarily in North American compa- 
nies with timely and qualified advice on global investment 
developments and their impact on these funds’ portfolios. 

Expertise in portfolio management has also been 
enhanced through relationships with several external advi- 
sors including Carlson Investment Management Far East 
Ltd. and Murray Johnstone International Limited. These 
advisors provide portfolio management advice to the 
European subsidiary related to several of the Corporation's 
overseas funds. Additional international investment advi- 
sory expertise has also been provided through agreements 
with Rothschild Asset Management Limited and Merrill 
Lynch Asset Management LP, as well as with AIB Govett 
Asset Management Limited of London, England. 


Mortgage Products and Services 

Residential mortgages are another important financial prod- 
uct offered by the Corporation, which strengthens its rela- 
tionship with clients. 

Investors Group’s mortgage operations provide origina- 
tion and servicing to Investors Mortgage Fund and to 
related corporations that invest in mortgages. These include 
Investors Group Trust Co. Ltd. (Investors Group Trust), the 
Corporation’s trust company subsidiary, and Investors 


Syndicate Limited, an investment certificate subsidiary. The 


} size of Investors Mortgage Fund requires 
the Corporation’s mortgage operations to 
provide a steady supply of high-quality 
mortgage investments. In addition, the 
Corporation’s mortgage operations have 
increased the level of origination and ser- 
vicing activities provided to external par- 
ties who are investing in mortgages. 

| During 1998, the Corporation’s origi- 
_ nation function sourced mortgages with a 
total value of almost one billion dollars 
(Chart 5). Most of these mortgages were 
syndicated to external parties through the 
Corporation’s mortgage banking opera- 
| tion. However, the administration and 
servicing of these mortgages will con- 
tinue to be provided by the Corporation. 
Also, during the year the Corporation 


entered into an agreement with London 


ages a majority of the Corporation’s over- eS 


seas fund assets. An additional objective of 
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es Insurance Group and the Great-West Life 


Assurance Company (Great-West Life) to 


administer and originate residential mortgages. As a result, 
a total of $5.8 billion in mortgages is now administered 
by Investors Group on behalf of external parties, which 
combined with its own portfolios, makes the Corporation 
the eighth largest servicer of mortgages in Canada. 
During the year, the Corporation exited the commer- 
cial mortgage business by selling its portfolio to a 
Canadian commercial bank. The Corporation intends to 
focus on residential mortgages which are of a high credit 
quality and can be sourced through its representatives. 

As a result of their close involvement in the develop- 
ment of clients’ financial strategies, referrals by represen- 
tatives of clients to the mortgage operation are viewed as 
important to sourcing a steadily increasing number of 
high-quality mortgage investments. To this end, the 
Corporation employs a total of 62 mortgage specialists in 
its origination function. These individuals originate mort- 
gages in key residential markets with the cooperation of 
financial planning representatives. 

The success of this program is evidenced by the significant 
proportion of residential mortgages which have originated 
from the existing client base and the corresponding improve- 
ment in the levels of impaired loans in both Corporate and 
fund portfolios. During 1998, the amount of residential 
mortgage product sourced with the assistance of representa- 
tives decreased slightly to 84.5% of total residential mort- 
gages, down from 86.4% in the prior year. - 

CHART 6 
Insurance Products 
The Corporation has been involved in 
the distribution of insurance products | 
for a number of years. Several years ago, 6 
an agreement was entered into between 
Great-West Life and the Corporation’s : 
insurance distribution subsidiary: I.G. 
Insurance Services Inc. This agreement 
significantly expanded the scope of insur- 
ance products offered to Investors Group’s _ 
clients. I.G. Insurance Services Inc. has also | 
entered into agreements with The Canada 
Life Assurance Company and with Aetna 2 
Life Insurance Company of Canada to 
distribute several additional insurance ; 


products. Through these agreements, the 


Corporation is able to offer a comprehen- 
sive range of term, universal, whole life, 94 95 


disability, and group insurance products. 


SALES OF INSURANCE CASES 
PER REPRESENTATIVE 


For the financial year 


During the year, the Corporation continued to increase 
the number of new insurance policies sold as well as the 
overall number of policies in force. The value of new poli- 
cies placed by the Corporation equates to a level of new 
business equivalent to that of the sixth largest term life 
insurer in Canada. During 1998, the Corporation’s repre- 
sentatives were responsible for the sale of in excess of 60% 
of all new term insurance policies underwritten by Great- 
West Life. The average number of insurance policies sold 
by individual representatives also increased during the year. 
The average number of policies sold increased by 18% to 
5.8 per representative from 4.9 in 1997 (Chart 6). Clearly, 
this is an aspect of the Corporation’s distribution business 
which continues to demonstrate significant growth and has 
substantial potential for the future. 

The Corporation has also enhanced its insurance distri- 
bution capabilities through the development of a network 
of 36 insurance specialists who are located in regional 
offices. These specialists assist representatives with the 
selection of appropriate insurance products for clients. In 
addition, distribution has been further enhanced through 
increases in the number of representatives obtaining insur- 
ance licences. In 1998, the proportion of representatives 
maintaining insurance licences increased to 85% from 
84% in 1997. 


Additional Products and Services 

The Corporation believes that self-directed 
retirement savings plans and retirement 
income funds are key components in 
the development of comprehensive 
financial plans for many of its clients. The 
Corporation also believes that many clients 
want to be able to consolidate their assets 
within Investors Group in order to take 
full advantage of the advice and services 


offered by its representatives and securities 


portfolio specialists. To facilitate this, the 
Corporation maintains a securities broker- 
age operation: Investors Group Securities 
Inc., which provides these services on an 
accommodation basis. Since its introduc- 
tion several years ago, this brokerage has 
increased its assets under administration to 
nearly $600 million. An important consid- 
eration for the Corporation is the percent- 


age of representatives whose clients utilize 
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the services of the brokerage. As at the end of 1998, approx- 
imately 65% of representatives had clients who also main- 
tained accounts with Investors Group Securities Inc., an 
increase from 50% in the prior year. This level of penetration 
is expected to increase further in 1999. 

Segregated funds are another financial product which 
the Corporation is currently adding to its base of products. 
A segregated fund is technically an insurance product, 
although it is structured such that it has many characteris- 
tics which are similar to mutual funds. Segregated funds 
offer investors a guarantee related to a certain portion of 
original capital invested. As a result of this unique charac- 
teristic, these funds have experienced substantial growth in 
Canada over the past several years. To address this growing 
market the Corporation is planning the introduction of 
several segregated funds early in 1999 which will be dis- 
tributed solely by Investors Group and will be under- 
written by Great-West Life. The investment component of 
these products will be managed by Investors Group. 

Additional initiatives are planned for 1999 in order to 
further enhance the scope of the products and services 
offered to clients. These initiatives which include cash man- 
agement and estate planning, will provide representatives 
with substantial opportunities to provide access to a broader 
range of products and services offered by the Corporation. 

The Corporation continues to provide its clients with 
guaranteed investment certificates which are offered 
through Investors Group as well as certificate products 
offered by a range of other financial institutions. Other 
products and services include annuities, loans for regis- 


tered investments and tax preparation services. 


SIGNIFICANT DEVELOPMENTS 

During 1997, the Corporation acquired a minority interest 
in Great-West Lifeco Inc. This investment was made in 
connection with Great-West Life’s acquisition of London 
Insurance Group. The acquisition of London Insurance 
Group by Great-West Life, and the corporate alliance which 
has arisen as a result, provides Investors Group with the 
Opportunity to enhance its capability to fully achieve the 
four key objectives of its Corporate strategy. 

Over time, the Corporation should significantly enhance 
the distribution channel for its own investment fund 
products through the development of common systems 
and processes with Great-West Life and London 
Insurance Group. The Corporation should also be in a 


position to realize a greater return on the investment 
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which has been made in distribution, technology, and 
support. The alliance should also provide Investors 
Group with an opportunity to distribute a greater num- 
ber of insurance-based products. Cost efficiencies will 
also be realized through the combination of certain back 
office functions and the establishment of common tech- 
nological platforms across a wide range of operations. 

During the current year, the Corporation has begun to 
recognize the benefits of this alliance. Through the provi- 
sion of origination and administration services for London 
Insurance Group mortgages and fund accounting services 
for both Great-West Life and London Insurance Group 
segregated funds, the Corporation will begin to realize 
greater economies of scale which will contribute to the 
cost effectiveness of its operations in these areas. 

The integration of information services functions 
among Investors Group, Great-West Life, and London 
Insurance Group began to provide benefits in 1998 
through the development of common technology plat- 
forms and the negotiation of improved rates from com- 
mon suppliers. Benefits will be further realized in 1999 
as computer operations for Investors Group, Great-West 
Life, and London Insurance Group are consolidated at a 
single location and managed by a common management 
team. The achievement of these synergies will assist in the 
realization of a number of objectives with respect to 
efficiencies and cost savings. Objectives will be achieved 
through: the utilization of shared services, the utilization 
of common systems, the minimization of overhead, as well 
as through an enhanced capability to manage technology 
capacity effectively for all three companies. 

The agreement to purchase the MAXXUM group of mutual 
funds from London Insurance Group in 1998 was another 
key development in this alliance. The acquisition provides 
the Corporation with the investment management and the 
administrative operations related to the MAXXUM brand of 
mutual funds, as well as a relationship with the segregated 
funds sold by London Life which invest in MAXXUM funds. 
It also provides the Corporation with a basis for utilizing its 
expertise and scale in connection with the manufacturing 
and the distribution of investment products. This will ben- 
efit both London Insurance Group and Great-West Life, as 
well as provide benefits internally within the Corporation. 

The market for segregated funds has grown dramatically 
over the past several years. The strategic alliance between 
the Corporation and Great-West Life provides an opportu- 


nity for the Corporation to participate in the distribution 


and the manufacturing of additional products. In this 
regard, a new series of segregated funds will be distributed 
exclusively by Investors Group. 

All of these developments in this area are reflective of 
the Corporation’s intention to align with Great-West Life 
and with London Insurance Group. Through working 
together with the other companies and drawing upon 
their core competencies and corporate strengths, the 
Corporation will be able to continue to achieve its objec- 
tive of developing significant scale and becoming increas- 
ingly competitive and cost-effective. During 1999, it is 
expected that a number of additional initiatives will be 
undertaken which will involve synergies of this nature and 


the further pursuit of efficiencies and economies of scale. 


THE YEAR 2000 ISSUE 

The Corporation has undertaken an enterprise-wide ini- 
tiative to address the Year 2000 issue. A comprehensive 
program has been developed and implemented in order to 
identify and remediate all internal systems which require 
adjustment. In addition to the remediation of internal sys- 
tems, the program also includes a process which involves 
an ongoing assessment of the readiness of business part- 
ners, suppliers, and other external parties who conduct 
business with the Corporation. Further, the investment 
management function has implemented a program 
designed to assess the readiness of all companies which are 
included within the investment portfolios of the 
Corporation’s mutual funds. 

The Corporation’s objective is to mitigate the risks 
which are presented by the Year 2000 problem. The 
Year 2000 problem presents a significant risk to the 
Corporation as the Corporation is dependent upon infor- 
mation systems and on technology. In view of the nature 
of the problem, it is not possible to have certainty that all 
aspects of the Year 2000 issue will not materially affect the 
Corporation, particularly those related to interactions with 
external parties. In connection with this, the Corporation 
is engaging in a broad range of risk mitigation activities. 
One of these activities involves the development of con- 
tingency plans for the Year 2000 issue. These plans are 
being developed to mitigate the effect of potential prob- 
lems and to ensure the continuity of operations. 

The Corporation has established a structure and a process 
to address the Year 2000 issue which includes a project team 
and a steering committee that oversee the management and 


conduct of the project. In addition to regular meetings of the 


Steering Committee, the reporting of project progress in 
comparison to defined objectives is made to the Executive 
Management Committee and to the Board of Directors. 

The Year 2000 compliance process includes four major 
phases: inventory, assessment, remediation, and implemen- 
tation and testing. The inventory phase is critical in 
ensuring the completeness of the scope of the project 
while the assessment phase is focused on identifying where 
remediation efforts need to be directed. The implementa- 
tion and testing phase focuses on ensuring the quality and 
the thoroughness of testing, including both unit testing as 
well as integration and end-to-end testing, in order to 
ensure that all systems continue to function and to inter- 
face among each other in an appropriate fashion. 

The remediation and the implementation and unit 
testing phases for virtually all systems were substantially 
complete as at December 31, 1998. Some additional reme- 
diation and unit testing will be conducted during the first 
quarter of 1999. Most of the year will be devoted to addi- 
tional testing, which will primarily be integration testing. 

As discussed, the impact of the Year 2000 issue also 
depends on the readiness of business partners, suppliers, 
and other external parties. This group includes: financial 
institutions, payment systems, depositories, financial 
exchanges, suppliers, and providers of certain services such 
as information technology. The Corporation has imple- 
mented a process in order to assess the readiness of busi- 
ness partners, suppliers, and other external parties. All 
parties which have a significant relationship with the 
Corporation have been contacted in order to determine 
their Year 2000 readiness. This process is ongoing. 

It is expected that the cost of implementing this initia- 
tive will be approximately $4.6 million. As at December 
31, 1998, costs incurred to date totalled $2.5 million. 
The costs required to complete the project during 1999 


are estimated to be $2.1 million. 


REVENUE 

Fee Income 

Investors Group earns management and administration fee 
income and distribution revenue in the conduct of its core 
business activities, which are primarily related to the distri- 
bution and management of 61 mutual funds, including nine 
funds which are managed by a subsidiary: MAXXUM Fund 
Management Inc. The Corporation also derives fee revenue 
from the investment management and administrative ser- 


vices it provides to its other managed accounts. 
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Fee income represented 87.8% of gross 
revenue in 1998, compared with 85.2% in 


1997. This reflects the significant increase in 


CHART 7 are maximized and that the asset values of 
FEE AND INVESTMENT 


ORI fund portfolios are maintained at high 


For the financial year levels, thereby enhancing management 


(millions of dollars) 


assets under management and the associated 


: 6 : 1000 
fee revenues which were realized during the 


year. Total fee income rose to $855.8 mil- 
lion, an increase of $129.9 million or 17.9% 


800 
over 1997. Table 2 provides a comparative 


analysis of the Corporation’s fee income for 


the years 1998 and 1997. 


600 


Management Fees 


Management fee revenue is derived pri- ae 


marily from services provided to the 


Corporation’s mutual funds. Current 
200 


annual fees for management services range 


fee revenues. During 1998, investment 
management services provided reason- 
able preservation of capital in the 
Corporation’s mutual funds despite the 
declines in the Canadian market and in 
other financial markets. 

Table 3 provides a comparative analysis 
of mutual fund assets under management 
as at December 31, 1998 and 1997. 


Administration Fees 

The Corporation provides administrative 
and related services to its group of mutual 
funds through its subsidiaries. During 
1998, the Corporation earned a total of 


management, fee revenue is positively 
Investment Income 


impacted by increases in assets. During m 135 145 


Fee Income 


1998, management fee revenue increased mace ea 


by $96.7 million, or 17.2%, to $657.6 | — Total 


543 579 
million. This increase in management 


fee revenue reflects the increase in mutual 


between 1% and 2.25%. As management | 
fee revenue is directly based on assets under F 
94 95 96 97 98 


143 


$128.8 million in revenue in connection 


126 119 with the provision of administrative and 
related services, as compared to $105.9 
million in 1997. This increase is mainly 


attributable to the increase in the levels of 


726 856 


852 975 


mutual fund assets under administration. 


fund assets under management. 

A key aspect of achieving high levels of assets under 
management, and thereby providing stable levels of fee 
revenue, is to ensure that rates of redemption are main- 
tained at low levels. During 1998, Investors Group’s funds 
experienced a redemption rate of 10.0%. This rate is 
among the lowest in the industry and is substantially 
below the industry average of 30.0% (excluding Investors 
Group). The low rate of redemption, combined with 
strong sales, resulted in the second highest level of net sales 
of mutual funds ever achieved by the Corporation. 


Investment management is critical in ensuring that returns 


The Corporation’s trust company subsidiary: Investors 
Group Trust, earns fees from several sources but primarily 
from trustee fees earned in connection with the adminis- 
tration of the Corporation’s mutual funds. These fees fluc- 
tuate in relation to the level of assets under administra- 
tion in both the mutual funds and the other managed 
accounts. In 1998, trust fee revenue increased by 16.4% to 
$19.1 million from $16.4 million in 1997. 

The Corporation also earns revenue in connection with 
services provided to Great-West Life for segregated fund 
accounting and for mortgage origination and administration 


services provided to London Insurance Group. 


; Increase 

ks Gs thousands of dollars) 1998 1997 (Decrease) Change 

| Management S 657,619 S 560,955 S 96,664 17.2% 
Administration 128,810 105,854 22,956 Ales 
Distribution 69,322 59,078 10,244 We3 
Total fee income 5. 855,751 a s 725,887 7 


S$ 129,864 
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Distribution Fees 

Distribution fees are earned by the Corporation in connec- 
tion with the financial products it distributes and primarily 
in connection with mutual fund products. One component 
of these fees is redemption fees or back-end loads on equity, 
balanced, and fixed income funds which are payable on a 
declining rate basis where clients redeem their investments 
within a prescribed period of time. Front-end loads are no 
longer payable in most instances. The increase in distribution 
fees of $10.2 million in 1998 is mainly attributable to rev- 
enues earned from the distribution of insurance products, 


which increased nearly 40% during the year. 


Investment Income 

Investment income was $119.2 million in 1998. This 
represents 12.2% of total gross revenue as compared with 
14.8% in 1997. This percentage decline reflects the sub- 
stantial increase in fee revenues during the year. 
Investment income includes interest and dividends earned 
on cash and short term investments, marketable securi- 


ties, and mortgage loans, as well as gains and losses on the 


sale of securities and the Corporation’s share of earnings 
of an affiliate. Interest expense consists of interest on 
deposit liabilities, certificates, and debt. 

Net investment income is the difference between 
investment income and interest expense. Net investment 
income is analyzed on a Taxable Equivalent Basis (TEB), 
which is the grossing up of tax-exempt income earned 
on certain securities to an equivalent before-tax basis. 
This procedure allows for a uniform measurement and 
comparison of the net investment income that arises from 
both taxable and tax-exempt sources, resulting in a better 
reflection of the economic yield of these assets. Table 4 
details the Corporation’s net investment income on a tax- 
able equivalent basis for the years ended December 31, 
1998 and 1997. 

Net investment income was $78.5 million in 1998, a 
decrease of $12.7 million or 14.0% from $91.2 million in 
1997. The primary reason for the decrease in net investment 
income was the decrease in average earning assets. Average 
earning assets were $1.28 billion in 1998, a decrease of $291 
million or 18.5% from 1997, primarily due to lower deposit 


TABLE 3: MUTUAL FUND ASSETS UNDER MANAGEMENT 


(in thousands of dollars) 1998 1997 
Investors Master Series™ 
Equity $17,067,966 47.3% $16,035,854 49.7% 
Balanced 7,887,027 21.9 6,960,026 ZING || 
Fixed income 5,988,627 16.6 5,886,393 18.3. | 
Money market 803,471 2D 589,492 18 | 
31,747,091 88.0 29,471,765 91.4 
Partner funds 
Equity 1,510,266 4.2 1,240,931 3.9 
Balanced 1,833,928 5.1 1,041,585 32 
Fixed income 174,836 0.5 40,531 0.1 
3,519,030 9.8 2,323,047 Ue 
MAXXUM funds 
Equity 490,219 1.4 = Ss 
Balanced 105,321 0.3 = Es 
Fixed income 148,928 0.4 = - 
Money market 53,238 0.1 - ~ 
797,706 A. ~ _ 
Pooled Pension - - 453,480 1.4 
S 36,063,827 100.0% $32,248,292 100.0% 
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TABLE 4: NET INVESTMENT INCOME, TAXABLE EQUIVALENT BASIS (TEB) 


(in thousands of dollars) 1998 1997 Variance | 
ie Teen eed: $123,941 $145,946 S (22,005) 
Interest expense 45,476 54,740 9,264 | 
Net investment income (analyzed in Table 5) $ 78,465 $ 91,206 S$ (12,741) 
Share of earnings of affiliate 13,070 13,070 
Total $91,535 S 91,206 $ 329 
(1) Includes dividend gross-up of $17,805 (1997 — $20,175) 
TABLE 5: ANALYSIS OF NET INVESTMENT INCOME (TEB) a 
(in thousands of dollars) 1998 1997 
Average Income/ Average Average Income/ Average 
Balance Expense Rate Balance Expense Rate 
7 ; ; . (1) (2) (1) (2) 
Total earning assets $1,279,561 S 123,941 9.69% $1,570,471 S 145,946 9.29% 
Other assets) 483,748 228,551 
Total assets 1,763,309 1,799,022 
Total interest-bearing liabilities 642,670 45,476 7.08% 845,596 54,740 6.47% 
Other liabilities 330,742 255,413 
| Shareholders’ equity 789,897 698,013 
Total liabilities and 
shareholders’ equity $1,763,309 $1,799,022 
Net investment income S 78,465 S 91,206 
Investment spread) ants 2.61% 2.82% 
Investment margin) : 6.13% 5.81% 
“) Bava Sreroniniy aveane: 7 a 7 
) Tax Equivalent Basis includes dividend gross-up of $17,805 (1997 — $20,175) 
3) Other assets include investment in affiliate 
Average return on earning assets less average rate paid on interest-bearing liabilities 
5) Net investment income divided by average earning assets 


TABLE 6: CHANGE IN NET INVESTMENT INCOME (TEB), 1998 COMPARED WITH 1997 


(in thousands of dollars) 


Increase (decrease) due to change in: 


Average Average Net 

; 7 7 Balance Rate!) Change 

Total earning assets $ (27,035) $ 5,030 $ (22,005) 

Total interest-bearing liabilities 13,136 (3,872) 9,264 

Change in net investment income S (13,899) Sil 158 S (12,741) 
ts REGS UGS Oe a. _—~ , ftp. ’ y | 


: = = 
() Changes due to a combination of balance and rate have been allocated to rate variances, 
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levels. Table 6 details the change in invest- 
ment income (1998 vs. 1997). 

The investment margin was 6.13% in 
1998 (Table 5), which is an increase of 32 
basis points from 5.81% in 1997. This 
increase in the investment margin can be 
analyzed in two components. One of these 
is the proportion of earning assets which 
are funded by interest-bearing liabilities. 
A decrease in this proportion to 50.2% in 
1998 from 53.8% in 1997 resulted in a 25 
basis point improvement in the investment 
margin. The second component is a higher 
investment spread which accounted for an 


increase of 7 basis points. 


EXPENSES 

Commissions 

The Corporation incurs commissions 
expense 1n connection with the distribu- 
tion of its financial services products and 
primarily in connection with its propri- 


etary mutual funds. Commissions are 


earned by the Corporation’s financial planning repre- 
sentatives at the time clients invest in Investors Group’s 
financial services products. Therefore, the Corporation’s 
commissions expense fluctuates with levels of sales to a 
significant extent. Commissions expense is also com- 
prised of expenditures in connection with compensation 
provided to representatives for asset retention. This com- 


pensation is based on the levels of client assets which a 


representative maintains and services. 


In aggregate, commissions expense increased 8.8% or 


$27.7 million to $340.9 million, as compared with 
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components of the Corporation’s strategic plan. These 
expenditures included costs incurred in connection with 
a range of initiatives including the launch of additional 
products, the support and training of representatives, the 
improvement of levels of client service, and the establish- 
ment and promotion of the Investors Master Series™ 
brand and partner brands. 

Expenditures were also made in 1998 with respect to 
the acquisition of the MAXXUM group of mutual funds 
from London Insurance Group. This acquisition will allow 


the Corporation to share its expertise and scale in the 


$313.2 million in 1997 (Chart 8). The 
primary reason for the increase in com- 
missions expense during the year 
involved expenditures in connection 
with retention bonuses for the servicing 
of clients. These payments are based on 
the amounts of mutual fund assets held 
in client accounts. During the year, the 
average amount of mutual fund assets 
increased by 17% resulting in a significant 


increase in this expense. 


Non-Commission Expenses 
Non-commission expenses totalled 
$264.4 million in 1998. This total includes 
expenditures of $24.8 million for the 
development and implementation of the 
Corporation’s strategic initiatives and 
expenditures of $28.5 million for busi- 
ness process improvements. 

In 1998, expenditures were incurred 
for strategic initiatives in support of the 


development and implementation of key 


TABLE 7: NON-COMMISSION EXPENSES* 


__ (in thousands of dollars) 


*excluding strategic initiatives, restructuring and business process improvements 


Fixed expenses 
Investors Group Advantage 


Total 
Variable expenses 
Provision for credit losses 


Total expenses 


1998 


$148,641 
12,209 


160,850 
48,076 


Increase 
1997 (Decrease) Change 
$139,981 S 8,660 6.2% 
12087 172 1.4 
152,018 8,832 5.8 
44,100 3,976 9.0 
4,649 (2,531) (54.4) | 
$ 10,277 


$211,044 


$200,767 
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manufacturing and distribution of investment products so 
as to benefit both London Insurance Group and Great- 
West Life, as well as to realize certain strategic objectives. 

The expenditures for business process improvements of 
$28.5 million consisted mainly of expenditures for restruc- 
turing Investors Group’s activities and the rationalization of 
its core business. During 1998, the Corporation exited sev- 
eral ancillary businesses, including lending in connection 
with commercial mortgages and the related administration, as 
well as the sale of units in pooled pension funds and the 
related administration of the funds. Even though pooled pen- 
sion fund products have been discontinued, the Corporation 
will continue to offer investment opportunities to pension 
clients through its mutual funds and through other financial 
products. These decisions reflect the Corporation’s continued 
efforts to further rationalize its business lines and ensure that 
resources are directed to those business activities which are of 
the most significant value. Also, in 1998 additional expendi- 
tures were made for the restructuring of the sales manage- 
ment compensation structure, the integration of information 
technology services with Great-West Life and London 
Insurance Group, and other business process improvements. 

Non-commission expenses, exclusive of expenditures 
for strategic initiatives, restructuring, and business process 
improvements, totalled $211.1 million during the year. 
This represents an increase of $10.3 million or 5.1% over 
1997. Fixed costs increased by $8.8 million or 5.8% and 
variable costs increased $4.0 million or 9.0% (Table 7). 

Variable costs are costs which fluctuate with the levels 
of sales, the number of representatives and clients, as well 
as the amount of assets under administration. Variable costs 
include variable compensation, distribution support costs, 
and costs for investment advisory services. These costs 
increased 9.0% in comparison to 1997, reflecting increases 
in volumes and related expenditures. 

In seeking to control expenses, the Corporation places 
an emphasis on the effective management of fixed costs, 
improvements in productivity, and continuing investments 
in technology. Despite significant additions and enhance- 
ments to a range of different business and support activities 
over the past several years, the Corporation has continued 
to manage and control fixed costs. This approach reflects the 
Corporate objectives of balancing cost control with the 
need to expand the business and pursue revenue-enhancing 
opportunities. During the year, fixed costs for the 
Corporation increased by 5.8% which is reflective of the 


impact of a focus on cost control in an expanding business. 
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The largest component of fixed costs involves the com- 
pensation and benefits which are paid to employees. 
Since 1993, the average number of employees has remained 
relatively constant. During the same period, mutual 
fund assets under administration by the Corporation 
have more than doubled. The maintenance of staffing at 
these levels during a period of such substantial growth 
is the result of the Corporation’s productivity initiatives 
and investments in technology. 

A critical aspect of fixed costs is the expenditures which 
are made in order to support the distribution function. 
During the year, an important initiative has involved an 
expansion in the size of Region Offices. This initiative 1s 
designed to enhance and expand the office space which is 
available in order to assist representatives in the conduct of 
their activities. This expansion of Region Offices reflects 
a number of factors, including growth in the number of 
representatives, an increase in the number of sales assistants 
who provide support to the representatives, and enhance- 
ments made to provide more effective use of space for the 
conduct of business. 

Additional expenditures to enhance and support the 
distribution function include expenditures relating to 
investments in technology. A critical aspect of these 
expenditures relates to Investors Group Advantage, the 
Corporation’s business system for representatives. This sys- 
tem provides representatives with laptop computers and 
with advanced software tools which include state-of- 
the-art financial planning software and electronic access 
to client information through network connections. 
Expenditures on initiatives such as Investors Group 
Advantage are consistent with the Corporation’s strategic 
plan which involves directing resources towards the con- 
duct of the distribution function. During 1998, the ratio 
of distribution support costs to total costs improved to 


61% as compared to the prior year ratio of 59%. 


FINANCIAL POSITION 
Table 8 provides a condensed version of the Corporation’s 
balance sheet as at December 31, 1998 and 1997. 

The changes in mortgage loans and term deposits are 
reflective of a general process of disintermediation which 
is affecting the financial services industry. In a low interest 
rate environment clients continue to prefer long-term 
equity investments as opposed to short-term deposits. 
Consequently, there is little demand for on-balance sheet 


products such as GIc’s and term deposits which fund 


mortgage investments. Other significant 
balance sheet items are discussed else- 
where in this report: Cash and short 
term investments (page 36), Investment 
in affiliate (page 28), Deposits and cer- 
tificates (page 31) and Debentures and 
notes (page 36). 

The Corporation’s holdings of secu- 
rities decreased $22.8 million or 5.8% 
to $370.0 million in 1998. The 
Corporation continually strives to 
ensure that its portfolio holdings are of 
the 


the Corporation seeks to manage the 


highest quality. In addition, 
market and credit risks associated with 
securities portfolios. Accordingly, the 
investment portfolio is monitored 
by a Senior Management Investment 
Committee that approves all purchases 
and sales. During the course of a year, 
this Committee reviews the portfolio to 
identify holdings where there has been 


a loss in value that is other than a tem- 


porary decline. In these situations, 
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| MORTGAGE ASSET 
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As at December 31 
(millions of dollars) 


(%) 


Specific Allowances $ 
m 43 54 53 


General Allowance $ 
Mm 68 67 67 


Total Allowances $ 
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Impaired Loans % 
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securities are written down to recognize the ig 


Management also reviews the portfolio in order to 


establish appropriate and prudent allowances in instances 


where permanent impairment is not yet evident. The 


market value of the Corporation’s portfo- 
lio as at December 31, 1998 exceeds cost 
by $129.9 million as compared with $159.9 
million in 1997. 

Mortgage loans decreased by $225.9 mil- 
hon or 39.3% to $348.2 million during 1998 
and represent 19.4% of total assets in compar- 
ison with 32.5% in 1997. In addition to the 
decline attributable to disintermediation, 
mortgage loans also decreased as a result of 
the Corporation’s decision to exit the com- 
mercial mortgage business. In 1998, the 
Corporation disposed of the remaining com- 
mercial mortgage portfolio and, as a result, the 
mortgage loan portfolio consisted entirely of 
residential loans at December 31, 1998. 

The Corporation continuously reviews 
its credit risk management policies with 
respect to mortgage loans and evaluates 
their effectiveness. In addition, a risk rating 
system assists Management in identifying 
potential problems with loans so that these 
problems may be addressed in a proactive 


manner. These policies and processes have 


wesalted in the effective control of impaired loans. At 
December 31, 1998, residential impaired loans totalled 
$2.0 million or .52% of the total mortgage portfolio, com- 
pared with $1.1 million or .22% at December 31, 1997. 


TABLE 8: CONDENSED BALANCE SHEET 


Increase 

eee e ie eel) ioe 1997 Wires) Change 
Cash and short term investments =" 569,602 S 320,658 S 248,944 77.6% 
Securities 369,982 392,819 (22,837) (5.8) 
Mortgage loans 348,158 574,009 (225,851) (39.3) 
Investment in affiliate 270,763 264,836 5,927 2.2 
Other assets 240,439 212 21942 27,497 12.9 

al 798, a p 765, 5 264 S 33,680 1.9% 
Deposits and certificates S 371,628 S 488,022 S (116,394) (23.9)% 
Accounts payable and other liabilities 314,006 265,829 48,177 18.1 
Debentures and notes 262,382 264,167 (1,785) (0.7) 
Shareholders’ equity 850, 928 747,246 103,682 13.9 

$1,798,944 ol 765, 264 S 33,680 1.9% 
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During the year, Management continued its conservative 
policy of maintaining allowances at levels that are adequate 
to absorb all known and foreseeable credit-related losses 
in the mortgage loan and real estate portfolio. The 
Corporation’s allowance for credit losses exceeded residen- 
tial impaired loans by $5.1 million at December 31, 1998 
and $5.7 million at December 31, 1997. 

The provision for credit losses (expense charged in the 
current period) was $2.1 million in 1998, compared with 
$4.6 million in 1997. The Corporation does not antici- 
pate any significant losses on its mortgage portfolio dur- 
ing 1999. This expectation is based on the presence of the 
following factors: the composition of the portfolio which 
is 100% residential; 85% of loans are originated by the 
Corporation’s financial planners; the geographic diversity 
of the mortgages in the portfolio; and the continued 
application of strict credit risk management policies. 

The carrying value of real estate holdings increased 
$.3 million during the year to $8.9 million. Included in real 
estate are assets that have been acquired in connection 
with the realization of the security interests underlying prob- 
lem loans. Senior Credit Management regularly reviews 


these properties to ensure that they are carried at their net 


these debentures have been used for general corporate and 
investment purposes. The Corporation’s 1989 issue of 
$100 million in unsecured debentures, with an interest rate 
of 10.65%, will mature on June 15, 1999. At that time, the 
Corporation will re-evaluate the level of liquidity required 
for operations and for potential investment opportunities 
in order to determine the nature and the extent of any 
new financing that might be required. 

A key aspect of liquidity for the Corporation is the 
funding of mutual fund operations and, more specifically, 
the funding of commissions paid to representatives. As a 
result of the reduction in front-end loads, a greater pro- 
portion of commissions expense must be funded primar- 
ily through revenues earned from the Corporation’s 
main source of income, management fees. Generally 
within the industry, mutual fund companies fund com- 
missions expense by using capital raised through the sale 
of limited partnerships or by raising capital in equity and 
debt markets. The Corporation has a competitive advan- 
tage over many others in the industry because it can rely 
upon its strong financial position to address funding 
issues of this nature internally. 


Management feels that commissions expense can be 


realizable values. 


LIQUIDITY AND CAPITAL RESOURCES 
Liquidity 
Liquidity is defined as the capability of an 
organization to meet its obligations as they 600 
come due. Liquidity management pro- 
vides the certainty that funds will be avail- 
able to honor all commitments through 
cash inflows, the disposition of liquid assets, 
or the ability to borrow. Liquidity manage- 
ment also involves the continuous forecast- 
ing and monitoring of expected cash flows. 
Investors Group’s liquidity requirements 
involve the financing of operations, the ser- 
vicing of the Corporation’s debt and equity, 
and the provision of capital funding to its 
subsidiaries. In addition, Management wishes 


to maintain a certain level of liquidity in the 
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EBITDA 


For the financial year 


(millions of dollars) 


adequately funded through manage- 
ment fee revenue earned on the mutual 


fund 


Funding can also be provided through 


assets under management. 
the additional income which is earned 
from sales charges levied in connection 
with the early redemption of mutual 
funds. EBITDA (earnings before interest, 
taxes, depreciation, and amortization 
of commissions expense) totalled 
$578.1 million in 1998, compared to 
$488.1 million in 1997, an increase of 
18.4% (Chart 10). In addition, the 
Corporation possesses significant levels 
of corporate resources and capital in 
order to fund any shortfalls, and there- 
fore does not anticipate that it will 
need to employ any of the types of 


funding methods recently utilized by a 


event that attractive investment opportunities 
arise. In 1997, the Corporation issued 
$125 million of unsecured debentures, 
maturing on December 13, 2027, with an 


interest rate of 6.65%. The net proceeds from 


EBITDA 
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Cash Flow Available* 
184 258 371 


ro ‘ 
Cash flow available for operations and 
investment after payment of commissions 


number of mutual fund companies. 
Investors Group maintains a signifi- 

cant investment in marketable securities. 

As at December 31, 1998, the aggregate 


market value of the marketable securities 
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held in the portfolios of Investors Group 
and its unregulated subsidiaries was $400.2 
million. Should extraordinary circum- 
stances arise, the Corporation maintains 
lines of credit with various Schedule I 
Canadian chartered banks that total $160 
million. Liquidity is further provided by 
the Corporation’s ability to raise funds in 
domestic debt and equity markets. 
Investors Group Trust engages in finan- 
cial intermediary activities. Liquidity 
requirements for this subsidiary are estab- 
lished by provincial statutes which require 
Investors Group Trust to maintain liquid 
assets (for example, deposits with chartered 
banks, Treasury bills, government bonds, 
and similar instruments) with a value equal 
to no less than 20% of the amount of 
deposits due in 100 days or less, plus 
demand deposits. As at December 31, 1998, 


liquidity for the trust company measured 
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its consolidated assets and liabilities. In 


addition, as required by regulation, the 


risk on the assets and liabilities in con- 
nection with the deposit operations of its 
trust subsidiary, Investors Group Trust Co. 
Ltd. 

Table 9 details the total interest rate 
sensitivity for the Corporation’s trust 
subsidiary. As at December 31, 1998, 
the one year gap was $15.6 million which 
is in compliance with the Corporation’s 
stated guideline of 5% of the assets of its 


trust company. 


Corporation also manages interest rate | 


Capital Resources 

The Corporation monitors capital ade- 
quacy on an ongoing basis. Common 
shareholders’ equity amounted to $850.9 
million at December 31, 1998, or 47.3% of 
total assets, as compared with 42.3% at year- 


on this basis was approximately 115%, well 


end 1997 (Chart 11). The Corporation 


in excess of regulatory requirements. 


Interest Rate Sensitivity 

Interest rate risk refers to the potential impact on the 
Corporation’s earnings (net investment income) of the 
repricing characteristics of its assets and liabilities, both on 
and off balance sheet. 

The objective of asset liability management is to control 
interest rate risk by actively managing the Corporation’s 
interest rate exposure within the limits established by the 
Investment Committee of the Board of Directors. 


Investors Group manages the repricing characteristics of 


maintains a conservative leverage ratio, as at 

December 31, 1998 it was 1.11 compared with 1.36 at year- 
end! 1997; 

A strong capital base is critical to the Corporation’s 

strategic objectives. Accordingly, Investors Group’s capital 


management activities are pursued with the objectives of 


preserving the quality of its financial position through the | 
balance sheet and by establishing and maintaining a sound | 
capital base. As mentioned previously, the Corporation 
issued $125 million of debentures in 1997, the net 
proceeds of which were used for general corporate and 


investment purposes. This transaction did not have a 


TABLE 9: INVESTORS GROUP TRUST CO. LTD. - INTEREST RATE SENSITIVITY 


Total Non 

0 to 3 4 to 12 within Istord Over interest 
~ (in thousands of dollars) months months 1 year years 5 years sensitive Total 
Deposit assets $ 103,543 S$ 81,859 $ 185,402 $ 126,789 S O57 S$ (2,616) $ 319,147 
Deposit liabilities 46,883 106,942 153,825 154,267 11,055 ~ 319,147 
On balance sheet gap 56,660 (25,083) S577 (27,478) (1,483) (2,616) - 
Off balance sheet gap (33,000) 17,000 (16,000) 16,000 - = = 
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significant effect on the Corporation’s capital adequacy 
and interest coverage ratios. In addition, during 1998 both 
the Canadian Bond Rating Service (CBRS) and the 
Dominion Bond Rating Service (DBRS) maintained their 
ratings of the Corporation’s senior debt and certificate lia- 
bilities. The senior debt and liabilities were rated A+ Low 
by cprs and A High by pars. These independent reviews 


further confirm the continuing quality of the 
Corporation’s balance sheet and the strength of its operat- 
ing results. Management is confident that the 


Corporation’s current capital resources are adequate and 
that they are able to support its activities during 1999. 

Investors Group Trust is permitted to maintain levels 
of deposits that are 25 times regulatory capital. As at 
December 31, 1998, deposits in the trust company were 
13.6 times regulatory capital. Excess borrowing capacity 
for the Trust Company was $305.1 million. 

Investors Syndicate Limited (ISL) is required to maintain 
a minimum of $5 million unrestricted capital. In addition, 
ISL is required to ensure that the value of its certificate lia- 
bilities does not exceed 10 times the value of its unre- 
stricted capital. As at December 31, 1998, IsL’s total 
unrestricted capital was $89.3 million and the value of its 
certificate liabilities. was 0.6 times the am 


value of its unrestricted capital. 
CHART 12 


developed relationships with a number of different providers 
of financial services and products. These providers are 
constantly seeking to offer a broader range of financial 
services in order to enhance their competitive position 
within the industry. Therefore, in this environment, the 
challenge for industry participants is to significantly increase 
the number of products and services with each of their 
clients in order to protect their client base and expand their 
market share. This will allow them to enhance the quality 
and the extent of their relationships with their clients and 


thereby increase client retention rates. 


The Competitive Environment 
A critical aspect of the future outlook for the Corporation 
involves a consideration of the competitive environment 
within the financial services and mutual fund industries. 
In addition to competition from other mutual funds, the 
Corporation is increasingly in competition with invest- 
ment alternatives offered by a number of other financial 
services organizations including banks, brokers, and life 
insurance companies. 

Clearly, the dominant competitive force in retail finan- 


cial services is the banking industry. During 1998, banks 


continued to maintain a significant 
share of the mutual fund market. Money 


market fund assets continued to comprise 
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vices and mutual fund industries has 


continued throughout 1998. Analysts 
‘i 300 
continue to forecast substantial growth for 


the mutual fund industry, as well as con- 
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siderable growth for the financial services 


industry as a whole, throughout the ca 
remainder of this decade and well into the 
next decade. This view 1: = 

decade. This view is supported by the He 
presence of a number of factors including 
changes in investment habits, increasing on 


ease of investment, concern over the ade- 


quacy of government sponsored pension 50 


plans, and changing demographics. It is 


evident that an aging population is 0 


GROWTH IN MUTUAL FUND 
AND DEPOSIT ASSETS 


As at October 31 
(billions of dollars) 


a substantial portion of bank mutual fund 
assets, which is reflective, in part, of the 
process of disintermediation. However, 
the banks also continued to increase 
investment in non-money market 
funds. Management feels that the pres- 
ence of the banks in the mutual fund 
industry has, and will continue to have, 
the ancillary effect of attracting conserv- 
ative investors and depositors to mutual 
fund investments, thus accelerating the 
rate of growth for this industry as a whole 
(Chart 12). This, of course, has had a 
substantially positive impact on the 
Corporation which is strategically posi- 
tioned to capitalize on changes in the 


saving and investing habits of Canadians. 


increasingly turning its attention to saving af 


and investing. > 
For the most part, the financial services a 


market is comprised of clients who have 
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Mutual Fund Assets 


Personal Bank Deposits 


Source: IFIC, Bank of Canada 


Management is of the view that the 
Corporation can significantly enhance 
its Competitive position in the mutual 


fund industry, and in financial services 


generally, through the offering of a broader range of 
financial products to its existing clients, as well as through 
increased diversification of its core products. Management 
believes that this strategy will result in increases in the 
rates of client retention, the development of new clients, 
and the maintenance of existing client relationships. In 
addition, this strategy will assist representatives in diversi- 
fying as well as increasing their incomes as a result of an 
expansion in relationships with clients. 

The Corporation recognizes stock brokers, independent 
financial planners, and life insurance agents as key com- 
petitors. During 1998, brokers continued to expand their 
distribution network of financial products which includes 
a number of mutual funds and a broad range of other 
products. In addition, during the year the expansion into 
Canada of the retail brokerage services of U.S. broker 
Merrill Lynch was achieved through the acquisition of 
Midland Walwyn. This re-entry by Merrill Lynch into the 
retail brokerage sector is an indication of increased com- 
petition in the marketplace. In addition, at year-end the 
announced expansion of Charles Schwab into the 
Canadian market, as well as the continued presence of 
Edward D. Jones and Company in Canada, are also reflec- 
tive of increased competition provided by American 
brokerage houses. 

Mutual fund dealers have also been successful in 
expanding their distribution network and increasing their 
penetration of the advice-seeking market. An important 
development in this area during the year involved the 
consolidation of a number of organizations into larger 
firms. This development reflects several factors including 
increased competition in this industry, the demands of 
regulators for improved compliance systems, as well as the 
underlying recognition by all competitors of the need for 
scale and efficiencies in order to remain competitive. An 
additional aspect of developments in the mutual fund 
dealer sector, is the trend toward increased vertical inte- 
gration whereby these organizations are developing 
increased manufacturing capabilities. This trend is a reflec- 
tion of the extent to which some of the Corporation’s 
competitors are attempting to emulate the Corporation’s 
model of integration of investment management and 
financial services distribution capabilities. Clearly, the 
Corporation has a distinct competitive advantage over its 
competitors in this area based on the highly-developed 
nature of its integrated model and approach, and the sig- 


nificant scale it has developed which only continues to 


increase. While developments of this nature do represent 
challenges, Management is confident that its well- 
established network of financial planning representatives 
and its substantial capability in mutual fund manufactur- 
ing will continue to assist the Corporation in maintaining 
its leading position in mutual funds and financial planning 
and in advancing its position as a primary distributor of a 
range of financial products. 

The strong competitive environment within the various 
distribution channels for mutual funds in Canada is 
reflected in the number and in the size of the mutual funds 
management companies which provide products through 
these channels. Management views this as a healthy environ- 
ment which will assist in ensuring that all investors receive 
quality investment management services for reasonable fees. 
Management anticipates continued strong competition in 
the mutual fund industry in 1999 but does expect some 
continued consolidation in the industry as smaller partici- 
pants are acquired by larger, more efficient entities. 

A continuing theme in this area is the competition 
among mutual fund manufacturers for the methods of 
distribution and the marketplace. This competition con- 
tinued throughout 1998 as the number of mutual fund 
companies increased as well as the number of mutual 
funds being offered. These increases have heightened the 
competition surrounding the means and the channels of 
distribution. It is likely that this competition surrounding 
distribution and shelf space will only increase further 
during 1999. The Corporation is well-positioned in this 
respect on the basis of its vertical integration of manufac- 
turing and distribution capabilities and its expanding 
network of financial services representatives. In addition, 
the planned realization of synergies involving London 
Insurance Group’s sales force and the acquisition of 
the MAXXUM group of funds will further improve and 
strengthen the Corporation’s competitive position by 
providing the Corporation with a means to access other 
distribution channels. 

Some industry observers feel that increased competition 
in the Canadian market may exert downward pressure 
on fees charged for fund management and distribution. 
Management recognizes the potential for these types of 
challenges. However, it is of the view that the Corporation 
will be able to respond to these competitive pressures and 
continue to be a leader in the industry by pursuing 
its objectives of offering sound investment advice, 


maintaining consistently high levels of client service, and 


Management's Dit Sie Wits) Ss) Of) ai nid An a ily si 


S 


39 


40 


continuing to emphasize the operational efficiencies, and 


by capitalizing on economies of scale. 


The Regulatory Environment 

Another factor impacting the outlook for the financial 
services industry is the impact of the regulatory environ- 
ment. In this regard, during the year there were a number 
of developments which may significantly impact the 
industry in future. The MacKay Report on financial ser- 
vices reform was an important development as it outlined 
a number of recommendations designed to improve the 
systems and the regulations surrounding the financial 
services industry. The recommendations of the task force 
focused on enhancing competition and competitiveness, 
empowering consumers, improving corporate conduct, 
and reforming regulatory rules. The MacKay Report 
views the global financial environment as evolving 
rapidly and states that the Canadian financial services sec- 
tor must adapt to change if it is to keep pace with global 
development. The report further states that effective 
competition is the best manner of ensuring that the sector 
remains efficient and that it seeks to encourage competi- 
tion in a number of ways. Management is very supportive 
of the task force’s efforts to increase competition and to 


enhance the position of consumers 


while the MDA has been established it will not be fully 
operational for at least two years. Management is very 
supportive of the activities of the MFDA and several repre- 
sentatives of the Corporation have participated in the 
development of the MFDA and its standards and rules. 

During 1998, the final version of National Instrument 
81-105 dealing with mutual fund sales practices became 
effective. The instrument forbids certain sales practices 
and compensation arrangements that are seen to 
encourage undesirable behaviour by industry participants. 
Management is very supportive of this regulatory initiative. 
Its applicability to the Corporation is somewhat limited 
because of the Corporation’s position as an exclusive dis- 
tributor of its own mutual funds. However, the Corporation 
is ensuring that it fully complies with all aspects of the 
instrument which are applicable to its operations. 

Another important aspect of the regulatory environ- 
ment involves the rules established by the Canadian 
Payments Association (CPA) in order to govern the pay- 
ments system. During the year, a paper was released by 
the Federal Department of Finance which presented 
the recommendations of the Payment System Advisory 
Committee regarding who should be granted access to 


the payments systems and the manner in which the CPA 


within the marketplace and is optimistic nt 


should be operated. The recommenda- 


tion which addresses the issue of addi- 


that a number of the report’s recom- 
mendations can be implemented in order 
to achieve these objectives. 


An important regulatory development | 4 eu 
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(excluding Money Market Funds) 
As at December 31 


tional access to the payments system is 


important in order to determine 
whether financial services industry par- 


ticipants, including mutual fund com- 


within the mutual fund industry was the 


creation of a self-regulatory organization | | 


panies, should be granted direct access 


to the system. The granting of such 


(SRO) for mutual fund distributors which 


occurred at the end of 1997. This sro, 
20 


access should assist in ensuring that 


clients can be properly served and that 


which has been named the Mutual Fund 
Dealers Association of Canada (MFDA), 


will regulate fund distributors in every 15 


there is a level playing field among all 


financial services industry participants. 


province with the exception of Quebec. 


The MFDA was incorporated in early 1998 


Management feels that resolution of the 
issues surrounding the payment system 


in a fair and reasonable manner is neces- 


and it will be jointly governed by both 
the IDA and by IFIC. Five committees have 


sary to ensure that consumers benefit 


and that fair and equitable competition 


been created to develop appropriate 


standards and rules for the MFDA. Some of 


is ensured. Further, the Corporation 


wants to ensure that all stable, well-capi- 


these include capital and contingency, 


sales compliance, proficiency and contin- IFIC* 
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uing education, and distribution and 


Investors Group 


structures. It is important to note that Tika ere 


“excludes Investors Group 


talized participants in the industry are 
accorded direct access to the system so 
that client needs are met and a level 


competitive playing field is ensured. 
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In a related matter, during 1997 some banks began to 
enforce a section of CPA rule H4 for pre-authorized debits 
that prohibits the use of one-time or sporadic debits to 
chents’ accounts. The enforcement of Rule H4 led to a 
number of complaints from mutual fund companies and 
their clients because these one-time pre-authorized debits 
were a convenient way of transferring funds to invest in 
mutual funds. To address this concern, in 1998 the CPA cre- 
ated a working group to consider alternatives or rule changes. 

The regulatory environment continues to have a very 
significant impact on the industry. Management continues 
to be very supportive of all regulatory efforts that will 
protect the interests of unitholders, as well as to preserve 
the integrity and reputation of the industry and its mem- 
bers and they look forward to future developments in this 


area in order to achieve these objectives. 


The Market Environment 

The future outlook may also be affected by any correc- 
tions in domestic and international equity markets and by 
any increases in interest rates. During 1998, many equity 
markets experienced declines, particularly during the third 
quarter. This had the effect of slowing the demand for 
mutual funds during part of the year. However, in general, 


growth in the mutual fund market is expected to continue 


at a significant rate over the longer term. In addition, 
while any increases in interest rates could significantly 
impact both equity markets and mutual fund sales, 
Management believes that its representatives perform an 
effective role in periods of declining markets by encour- 
aging clients to assume a long term investment outlook 
and continue to invest for the future. 

Declines in the values of equity markets could also 
result in increased redemptions in mutual funds. However, 
Management is of the view that the industry has performed 
an important role in educating mutual fund investors and 
in emphasizing the benefits of long term investment. 
Redemption rates in the industry as a whole, excluding 
money market funds, increased slightly during the year to 
16.2%.The redemption rate for the Corporation’s mutual 
funds remained relatively level at 8.3%, despite the correc- 
tions which were experienced in some equity markets 
(Chart 13). The redemption rates for these funds remain 
among the lowest in the industry. Management feels that 
its financial planning representatives have performed 
a key role in maintaining low redemption rates. 
Representatives achieve this by educating and advising 
clients with regard to the value of a long-term investment 
strategy and the benefits of an appropriate level of diversifi- 


cation in their portfolios. 
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Consolidated Balance Sheets 


| As at December 31 (in thousands of dollars) 1998 1997 
ASSETS 
| Cash and investments 
Cash and short term investments S$ 569,602 S$ 320,658 
Securities (Note 2) 369,982 392,819 
Mortgage loans (Note 3) 348,158 574,009 
1,287,742 1,287,486 
| 
| Investment in affiliate (Note 4) 270,763 264,836 
Deferred expenses 68,076 77,492 
Other assets (Note 5) 172,363 135,450 
S 1,798,944 S 1,765,264 
LIABILITIES 
Deposits and certificates (Note 6) $ 371,628 S$ 488,022 
Accounts payable and other liabilities 314,006 265,829 
Debentures and notes (Note 7) 262,382 264,167 
/ 948,016 1,018,018 
| 
SHAREHOLDERS’ EQUITY 
Share capital (Note 8) 273,006 272,021 
Retained earnings 577,922 475,225 
850,928 747,246 
S$ 1,765,264 


$ 1,798,944 


On behalf of the Board 


Director Director 


eure H: 


(See accompanying notes to consolidated financial statements.) 
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For the years ended December 31 (in thousands of dollars except earnings per share) 


FEE INCOME 
-_Management S$ 657,619 S$ 560,955 
Administration 128,810 105,854 
Distribution 69,322 59,078 
Total fee income 855,751 725,887 
INVESTMENT INCOME 
Investment income 119,206 LS ah 
Interest expense 45,476 54,740 
Net investment income 73,730 71,031 
OPERATING INCOME 929,481 796,918 
OPERATING EXPENSES 605,310 547,522 
Income before income taxes 324,171 249,396 
Income taxes (Note 9) 135,827 101,884 
. 
NET INCOME $ 188,344 S$ TAG ale 
Average number of shares outstanding (Note 8) 211,396,409 211,383,374 
EARNINGS PER SHARE (Note 8) S .891 $ .698 


(See accompanying notes to consolidated financial statements.) 
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For the years ended December 31 (in thousands of dollars) 1998 1997 

BALANCE, BEGINNING OF YEAR $ 475,225 5 392,529 

~ Net income 188,344 147,512 

Dividends (80,320) (63,414) 
Premium paid on common shares 

purchased for cancellation (Note 8) (5,327) (1,402) 

$ 577,922 $ 475,225 


BALANCE, END OF YEAR 


(See accompanying notes to consolidated financial statements.) 
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Consolidated Statements of Changes in Financial Positio ¢ 
f& tis Se = = 
For the years ended December 31 (in thousands of dollars) 1998 1997 
OPERATING ACTIVITIES 
Net income 188,344 Sel 4ayol2 
Adjustments to determine net cash from operating activities 
Deferred income taxes (16,328) (9,595) 
Deferred expenses 9,416 (20,526) 
Depreciation 10,021 14,670 
Other (3,069) 82,701 
188,384 214,762 
| FINANCING ACTIVITIES 
Increase (decrease) in demand deposits 5,760 (297,258) 
Decrease in term deposits (88,608) (139,288) 
Decrease in certificates (33,546) (61,008) 
Issue of debenture = 125,000 
Repayment of note (1,785) (1,785) 
Common dividends paid (76,101) (59,187) 
Issue of common shares 1,279 702 
Shares purchased for cancellation (5,621) (1,513) 
(198,622) (434,337) 
INVESTING ACTIVITIES 
Net sale of securities 35,379 152,754 
Decrease in mortgage loans 230,907 228,708 
Proceeds from the sale of real estate 7,843 aa) 
Investment in affiliate 2 (267,000) 
Additions to capital assets (14,947) (9,912) 
259,182 106,327 
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 248,944 (113,248) 
Cash and cash equivalents, beginning of year 320,658 433,906 
CASH AND CASH EQUIVALENTS, END OF YEAR 569,602 $ 320,658 
ee 36,598 § 27,812 
EI OTN BO 533,004 292,846 
a = 569,602 $ 320,658 
(See accompanying notes to consolidated financial statements.) | 
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Notes to Consolidated Financial Statements 
December 31, 1998 (in thousands of dollars, except share amounts) 


T 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The consolidated financial statements have been prepared 
in accordance with accounting principles generally accepted 
in Canada. 


Basis of consolidation 


The consolidated financial statements include the accounts 
of the Corporation and all subsidiaries on a consolidated basis. 
The equity method is used to account for the Corporation’s 
investment in Great-West Lifeco Inc., an affiliated company. 
Both corporations are controlled by Power Financial 
Corporation. 

Goodwill, representing the excess of the purchase price 
over the fair value of the net assets of the Corporation’s invest- 
ment in its affiliate, is amortized over 30 years using the 
straight-line method, except where a write-down is required 


to reflect permanent impairment. 


Securities 

Bonds and debentures are carried at amortized cost plus 
accrued interest. Discounts or premiums on the purchase of 
bonds and debentures are amortized over the remaining life 
of the security. Common and preferred shares and all other 
securities are carried at original cost plus declared dividends. 
Securities are written down to their fair value when a long term 


permanent decline in value is identified. 


Mortgage loans 
Mortgage loans are carried at amortized cost plus accrued 
interest less an allowance for credit losses. Interest income 
is accounted for on the accrual basis for all loans other than 
impaired loans. 

A loan is classified as impaired when, in the opinion of 
management, there no longer is reasonable assurance of the 
timely collection of the full amount of principal and interest. 
A loan is also classified as impaired when interest or princi- 
pal is contractually past due 90 days, except in circumstances 
where management has determined that the collectibility of 
principal and interest is not in doubt. Once a loan is classi- 
fied as impaired, any uncollected interest is reversed and 
charged against interest income in the current period. 
Thereafter interest income is recognized on a cash basis. 

The Corporation maintains an allowance for credit loss- 
es which is considered adequate by management to absorb 
all credit related losses in its portfolio. Specific allowances 
are established as a result of reviews of individual loans. There 
is a second category of allowance, designated general allowance, 
which is allocated against sectors rather than specifically 
against individual loans. This allowance is established where a 
prudent assessment by the Corporation suggests that losses 
may occur but where such losses cannot yet be identified on 


an individual loan basis. 


S$ 


Real estate 

On foreclosure, mortgage loans are adjusted, if necessary, to the 
estimated fair value of the underlying collateral and transferred 
to real estate, which is reported in other assets net of selling costs 


and net declines in value as appropriate. 


Office premises 

Office premises are recorded at cost of $116,089 (1997 — 
$101,300), less accumulated depreciation of $50,367 (1997 — 
$43,388).The depreciable properties and related equipment 
and furnishings are depreciated on a straight-line basis over 


their estimated lives. 


Deferred expenses 

Commissions paid on the sale of certain mutual fund products 
are deferred and amortized against related fee income over a max- 
imum period of three years. Commissions paid on the sale of 
deposits are deferred and amortized over the term of the 


deposit with a maximum amortization period of five years. 


Pension plans and other post-retirement benefits 
The Corporation participates in a funded defined benefit 
pension plan for certain employees and an unfunded supple- 
mentary plan for certain executive officers. Pension costs relat- 
ed to current services are charged to income in the period 
during which the services are rendered; past service costs and 
actuarial gains or losses which have not been charged to 
income are amortized over the expected average remaining 
service life of the employee group covered by the plan. The 
cumulative difference between pension costs and funding 
payments is recorded on the balance sheet. 

Post-retirement health care and life insurance benefits 


provided to eligible retirees are expensed as incurred. 


Income taxes 

The Corporation follows the tax allocation basis in accounting 
for income taxes, whereby income taxes are based on trans- 
actions recorded in the financial statements regardless of when 
they are recognized for tax purposes. Deferred income taxes 
which are reported in other assets are recorded when there 
are timing differences in the recognition of transactions for 


financial statement and income tax purposes. 


Off-balance sheet financial instruments 

The Corporation enters into various derivative contracts in order 
to manage its interest rate, currency and market risks. The 
accounting policies used for derivative financial instruments 
which are used for hedging purposes correspond to those 


used for the underlying hedged positions. 


Comparative figures 
Certain comparative figures have been reclassified to conform 


with the current year’s financial statement presentation. 
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2. SECURITIES 


1998 1997 
Cost Market Cost Market 
Government bonds S 31,829 S 31,647 S 23,060 S$ 22,768 
Corporate bonds 780 780 767 767 
Preferred shares 141,232 152,703 164,434 179,226 
Common shares 196,141 314,736 204,558 349,974 
$ 369,982 $499,866 $392,819 S552,735 
Term to Maturity 
1 Year 1-5 Over 1998 1997 
or Less Years 5 Years Total Total 
Government bonds S - S$ 31,829 S = S 31,829 S$ 23,060 
Yield“ - 6.52% - 6.52% 
Corporate bonds - = 780 780 767 
Yield“ - - 6.85% 6.85% 
Preferred shares 61,652/2) 79,580 - 141,232 164,434 
Yield) 5.92% 6.75% - 6.39% 
Common shares - - 196,141 196,141 204,558 
Yield (@) - - 5.71% 5.71% 
Smo 652 $111,409 $196,921 $ 369,982 $392,819 
( Represents weighted average yield based on carrying values. 
() Includes floating rate preferred shares with no stated maturity date. 
Yields on tax exempt securities have not been calculated on a taxable equivalent basis. 
3. MORTGAGE LOANS AND ALLOWANCE FOR CREDIT LOSSES 
1998 1997 
Allowance Allowance 
Gross for Credit Net Gross for Credit Net 
Amount Losses Amount Amount Losses Amount 
Residential $ 355,193 $ - $355,193 $450,579 S 97 § 450,482 
Commercial ~ - - 137,041 6,851 130,190 
General allowance ~ 7,035 (7,035) - 6,663 (6,663) 
Total $355,193 $7,035 $348,158 $587,620 S isyoilil S 574,009 
Impaired loans included above: 
Residential $ 1,983 $ - $ 1,983 = 1,050 S 97 $ 953 
Commercial - ~ - 13,042 6,851 6,191 
General allowance - 7,035 (7,035) — 6,663 (6,663) 
Total S 1,983 S 7,035 S$ (5,052) $ 14,092 S$ 13,611 $ 481 
Term to Maturity 
1 Year 1-5 Over 1998 1997 
or Less Years 5 Years Total Total 
Total mortgages $174,155 $167,657 $ 13,381 $355,193 $ 587,620 
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MORTGAGE LOANS AND ALLOWANCE FOR CREDIT LOSSES (cont'd) 


The change in the allowance for credit losses is as follows: 


Balance, beginning of year 
Write-ofts 

Recoveries 

Provision for credit losses 


Balance, end of year 


1998 1997 

S) eHoili! S$ 11,954 
(10,362) (3;353) 
1,668 361 
2,118 4,649 
Sa720385 Souls 6lt 


4. INVESTMENT IN AFFILIATE 
The Corporation holds a 4.3% equity interest in Great-West The Corporation’s share of earnings net of goodwill amortization 
Lifeco Inc. Goodwill of $143,812 (1997 — $149,415) was $13,070 in 1998 (1997—nil) and it is included in Investment 
is included in the carrying value of the investment. Income. 
5. OTHER ASSETS 
1998 Uy 
Office premises S$ 65,722 SS 
Accounts and other receivables 45,364 37,602 
Real estate 8,921 8,617 
Deferred income taxes 15,995 - 
Other, including prepaid expenses 36,361 SUS 
$172,363 $135,450 
6. DEPOSITS AND CERTIFICATES 
Included in the assets of the consolidated balance sheets are cash are assets lodged with an approved depository related to certifi- 
and investments amounting to $319,147 (1997 — $401,995) cates issued by Investors Syndicate Limited amounting to $97,468 
held to secure the deposits of Investors Group Trust Co.Ltd. (1997 — $150,767). The value of these assets exceeded certificates 
Also included in the assets of the consolidated balance sheets by $45,009 (1997 — $64,761). 
Term to Maturity 
1 Year 155 Over 1998 Say, 
Demand or Less Years 5 Years Total Total 
Deposits $ 22,303 SSI 22 $154,267 S 7 11;055 $319,147 $401,995 
Certificates - 14,384 26,541 WIDE 52,481 86,027 
S$ 22,303 $145,906 $180,808 Smec ola $371,628 $488,022 
7. DEBENTURES AND NOTES 
1998 1997 
10.65% Debentures 1989 Series, due June 15, 1999 S$ 99,877 S 99,877 
10.60% Note Payable to Power Financial Corporation, 
due January 16, 2006 S05) 39,290 
6.65% Debentures 1997 Series, due December 13, 2027 125,000 125,000 
$ 262,382 


$ 264,167 
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7. DEBENTURES AND NOTES (cont'd) 


Interest expense relating to this debt was $22,951 
(1997 — $15,243). 
both inclusive. 


The annual principal payments in each of the next five years are 
$101,662 in 1999 and $1,785 in each of the years 2000 to 2003, 


8. SHARE CAPITAL 


Authorized Stock split 


Unlimited number of First preferred shares, issuable in series and 
unlimited number of Second preferred shares, issuable in series. 
Unlimited number of Class 1 non-voting shares and unlimited 


number of Common shares. 


Common shares issued and outstanding 


On the record date of July 13, 1998, the Corporation’s common 
shares were split on a two-for-one basis. All share and per share 
amounts have been adjusted retroactively to reflect the subdivision. 


1998 1997 

Stated Stated 

Shares Value Shares Value 

Balance, beginning of year 211,364,080 $ 272,021 211,369,680 $ 271,430 
Issued under Stock Option Plan 146,600 1,279 81,000 702 
Purchased for cancellation (227,300) (294) (86,600) (111) 
Balance, end of year 211,283,380 S 273,006 S 272,021 


Option plan 

Under the terms of the Corporation’s Stock Option Plan, 
options to purchase common shares are periodically granted to 
designated officers and employees at prices not less than the 
market price of such shares immediately prior to the grant date. 


The options are exercisable no later than 10 years after date of 


211,364,080 


grant. A maximum number of 5,772,400 common shares are 
reserved for issuance under the plan. During 1998, options to pur- 
chase 146,600 shares were exercised at a weighted average price of 
$8.72 and 94,400 options were cancelled. 


Issued Exercised Cancelled 
Year Expiry Exercise Outstanding During During During Outstanding 
Granted Date Price $ December 31, 1997 Year Year Year December 31, 1998 
1995 2005 8.66 1,708,400 ~ 139,200 68,400 1,500,800 
1996 2006 8.89 53,400 ~ 5,400 - 48,000 
1997 2007 12.98-13.55 170,800 - 2,000 - 168,800 
1998 2008 18.85-20.99 - 432,200 - 26,000 406,200 
1,932,600 146,600 


432,200 


2,123,800 


Normal course issuer bid 


In February, 1998, the Corporation filed a normal course issuer 
bid authorizing it to acquire for cancellation up to 10.6 million 
or 5% of the outstanding common shares. The share pur- 


chase program, conducted on the open market through the 


recognized exchanges, will expire on February 14, 1999. 
In 1998, 227,300 common shares were repurchased at a cost of 


$5,621 and the premium paid to acquire the shares was charged to 
retained earnings. 
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INCOME TAXES 
The effective income tax rate differs from the statutory rate, as described below: 
1998 1937 
Feat ee Se a . a 
Income before income taxes S324 171 S 249 396 
Income taxes at federal and | 
provincial statutory rates $ 147,693 45.56% $114,511 45.92% | 
Effect of: 
Dividend income (9,679) (2.99) (12,153) (4.87) | 
Net capital gains and losses (964) (0.30) (1,408) (0.56) 
Tax on large corporations 307 0.10 (270) (0.11) 
Lower effective rate of tax on income | 
not subject to tax in Canada and other items (1,530) (0.47) 1,204 0.47 | 
Income taxes provided $ 135,827 41.90% $ 101,884 40.85% | 
SSN d ee eae 
Components of income taxes provided are: 
Current income tax Si52)155 $ 111,479 
Deferred income tax (16,328) (9,595) 
$135,827 $ 101,884 
PENSION PLANS 
The Corporation maintains a defined benefit, final average $113,924 (1997 — $111,390). The actuarially determined obligation 
pension plan which covers substantially all of its employees. As of the unfunded supplementary employee retirement plan as at 
at December 31, 1998, the present value of accrued pension December 31, 1998 was $7,437 (1997 — $7,233) and the cost 
benefits was $89,142 (1997 — $85,493) and the adjusted market accrued to that date was $7,437 (1997 — $7,233). 


value of pension fund assets available to fund these benefits was 


ate 


OFF-BALANCE SHEET FINANCIAL INSTRUMENTS 


The Corporation enters into derivative contracts which are 
negotiated in the over-the-counter market with Schedule I 
and Schedule II Chartered bank counterparties on a diversified 
basis. In all cases the derivative contracts are used for non-trad- 
ing purposes and they are designated as hedges. Interest rate 
swaps are contractual agreements between two parties to 
exchange the related interest payments based on a specified 
notional amount and reference rate for a specified period. 
Interest rate swaps are used for the purpose of asset and habil- 
ity management to manage interest rate risk in the deposit and 
mortgage banking operations. Equity index swaps are contrac- 
tual agreements to exchange payments based on a specified 
notional amount and the stock market index reference for a 
specific period. Options are contractual agreements which 
convey the right, but not the obligation, to buy or sell specific 
securities at a fixed price at a future date. Options and equity 


index swaps are used to manage equity market risk through hedg- 
ing activities that are designed to offset changes in the equity | 
markets that affect income earned on assets under management. 
The amount subject to credit risk is limited to the current mar- 
ket value of the instruments which are in a gain position. This 
represents only a small percentage of the notional amount. The 
credit risk is presented without giving effect to any netting 
agreements or collateral arrangements and does not reflect 
actual or expected losses. The total estimated fair value represents 
the total amount that the Corporation would receive or pay to ter- 
minate all agreements at each year end. However, this does not 
result in a gain or loss to the Corporation as the derivative instru- 
ments which correlate to certain assets and liabilities provide off 


setting gains or losses. 
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11.OFF-BALANCE SHEET FINANCIAL INSTRUMENTS (cont'd) 


The following table summarizes the Corporation’s off-balance sheet financial instruments at December 31: 


1998 

Swaps 

Options purchased 
Options written 


1997 
Swaps 
Options purchased 


Options written 


Notional Amount 


Total 

1 Year 1-5 Credit Estimated 

or Less Years Total Risk Fair Value 

S 83,030 $129,178 S 212,208 3,443 S (3,424) 
33,195 136,670 169,865 5,516 5,516 
34,076 149,172 183,248 - (12,764) 
$150,301 $415,020 S 565,321 8,959 S (10,672) 
S55 244 S 46,500 $101,744 914 S (3,931) 
35,190 118,051 153,241 370 370 
35,685 123,760 159,445 = (22,145) 
$126,119 S 288,311 S 414,430 1,284 S (25,706) 
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FAIR VALUE OF FINANCIAL INSTRUMENTS 


The following table represents the fair value of on and 
off-balance sheet financial instruments using the valuation 
methods and assumptions described below. Fair value repre- 
sents the amount that would be exchanged in an arm’s length 


transaction between willing parties under no compulsion to 


act and best evidenced by a quoted market price, if one exists. 
Fair values are management’s estimates and are generally calcu- 
lated using market conditions at a specific poit in time and may 
not reflect future fair values. The calculations are subjective in 


nature, involve uncertainties and matters of significant judgment. 


1998 1997 
Fair Value Fair Value 
Over (Under) Over (Under) 
Book Value Fair Value Book Value Book Value Fair Value Book Value 
ASSETS 
Cash and short term investments S$ 569,602 S 569,602 S = S 320,658 S$ 320,658 S - 
Securities 369,982 499,866 129,884 392,819 552,735 159,916 
Mortgage loans 348,158 353,681 5,523 574,009 583,159 9,150 
Accounts and other receivables 45,364 45,364 - 37,602 37,602 - 
Total financial assets 1,333,106 $1,468,513 S 135,407 1,325,088 $1,494,154 S 169,066 
Non-financial assets 465,838 440,176 
Total assets $1,798,944 $1,765,264 
LIABILITIES 
Deposits and certificates S$ 371,628 S$ 383,314 S 11,686 S$ 488,022 S$ 504,591 S 16,569 
Accounts payable and 
other liabilities 207,253 207,253 - 169,462 169,462 = 
Debentures and notes 262,382 268,475 6,093 264,167 273,724 Ley ayy 
Total financial liabilities 841,263 S$ 859,042 Swlv79 921,651 S$ 947,777 Sv 26,126 
Non-financial liabilities 106,753 96,367 
Total liabilities S 948,016 $1,018,018 . 
Derivatives (Note 11) $ - S$ (10,672) S$ (10,672) $ ~ $ (25,706) $ (25,706) 
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FAIR VALUE OF FINANCIAL INSTRUMENTS (cont'd) 
Fair value is determined using the following methods 
and assumptions: 

Short term financial instruments are assumed to be equal 
to book value. These include cash and short term invest- 
ments, accounts and other receivables, and accounts payable 
and other liabilities. 

Securities are valued at quoted market prices, when avail- 
able. When a quoted market price is not readily available, 
alternative valuation methods may be used. 

Mortgage loans are determined by discounting the 
expected future cash flows at market interest rates for loans 
with similar credit risk. 

Deposits and certificates are determined by discounting 
the contractual cash flows using market interest rates cur- 
rently offered for deposits with similar terms and credit risks. 

Debentures and notes are determined by reference to 
current market prices for debentures and notes payable 
with similar terms and risks. 

Derivative financial instruments are based on quoted 
market prices, where available, prevailing market rates for 
instruments with similar characteristics and maturities, or 


net present value analysis. 


CONTINGENCIES AND COMMITMENTS 

The Corporation is committed to the following annual 
lease payments under its operating leases: 1999 — $22,637; 
2000 — $15,530; 2001 — $13,062; 2002 — $11,642 and 
2003 — $11,146. 


YEAR 2000 

The Year 2000 issue arises because many existing computer 
systems record and identify years with two digits, rather 
than four. Date-sensitive systems may recognize the year 
2000 as 1900 or some other date, resulting in errors when 
information using year 2000 dates is processed. The effects 
of the Year 2000 issue may be experienced before, on, 
or after January 1, 2000, and, if not properly addressed, the 
impact on operations and financial reporting may range 
from minor errors to systems failure which could tem- 
porarily affect the Corporation’s ability to conduct 
normal business operations. 

The Corporation has initiated an enterprise wide project 
to address the Year 2000 issue, however it is not possible to 
be certain that all aspects of the Year 2000 issue affecting 
the Corporation, particularly those related to the efforts of 


suppliers or other third parties, will be fully resolved. 
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RELATED PARTY TRANSACTIONS 
The Corporation enters into transactions with its affiliate, 
Great-West Lifeco Inc. and London Life Insurance Co., a 
subsidiary of its affiliate in the normal course of operations 
and at market terms and conditions. 

The Corporation distributes life insurance and disability 
insurance products of Great-West Lifeco Inc. which result- 
ed in revenue of $13,454 (1997 — $11,711). No residential 
mortgage loans were sold to Great-West Lifeco Inc. in 1998 
(1997 — $50,945). 

In 1998, the Corporation provided certain administrative 
services to London Life Insurance Co. which resulted in 
revenue of $1,500. In addition, the Corporation entered 
into an agreement to purchase the MAXXUM mutual fund 
investment management operations of London Life Insurance 
Co. pending regulatory approval. The transaction has been 


accounted for using the purchase method. 


SEGMENTED INFORMATION 

The Corporation is a personal financial services organiza- 
tion and operates only in the financial services industry. The 
Corporation provides financial planning advice to individual 
clients through its financial planning representatives located 
across Canada. The Corporation offers products and services 
that include mutual funds, mortgages, insurance, brokerage 
services and other investment products such as guaranteed 
investment certificates and annuities. Significant operations 
are classified into operations for which the Corporation 
receives fee based revenue and operations from which 
the Corporation earns revenues from its activities as 
an intermediary. 

Fee based revenues are earned by the Corporation in the 
conduct of its core business activities which are primarily 
related to the distribution, management and administration 
of its mutual funds. Fee revenue is also derived from the 
distribution of insurance products. Segment revenues and 
profits are dependent on the total value and composition of 
assets under management which include domestic equity, 
international equity, debt and balanced mutual funds. 

Intermediary revenues are derived primarily from the 
assets funded by deposit and certificate products, mortgage 
services, mortgage banking and corporate investments. 
Segment revenues include investment income from cash and 
short term investments, securities, mortgage loans and also 
includes gains and losses on the sale of securities. 

The following table presents certain information regard- 
ing the Corporation’s segments. Income taxes are not 
allocated to segments. Assets reported in fee based operations 
represent mutual fund assets under management which are 
not reflected on the Corporation’s balance sheet. Intermediary 
assets include all on balance sheet assets and mortgage assets 
under administration not reflected on the Corporation’s 


balance sheet. 
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REVENUES 


Fee based operations 


Intermediary 


INCOME BEFORE INCOME TAXES 
Fee based operations 


Intermediary“ 


ASSETS 


Fee based operations 


Intermediary 


Includes interest income of $64,236 (1997 — $76,745) and interest expense of $45,476 (1997 — $54,740). 


16.SEGMENTED INFORMATION (cont'd) 


1998 1997 

S$ 855,751 $ 725,887 
119,206 U255771 

$ 974,957 $ 851,658 

$ 283,686 $ 210,573 
40,485 38,823 

$ 324171 $ 249,396 

$ 36,063,827 $ 32,248,292 
S 7,586,897 Se 27887593 
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Management’s Responsibility for Financial Reporting 


4 


The financial statements of Investors Group Inc. and related 
financial information have been prepared by Management, 
which is responsible for the integrity, objectivity and reliabil- 
ity of the data presented. This responsibility includes selecting 
appropriate accounting principles and making judgments and 
estimates consistent with generally accepted accounting prin- 
ciples. Financial information presented elsewhere in this Annual 
Report is consistent with that in the financial statements. 
Systems of internal control and supporting procedures are 
maintained to provide reasonable assurance of the reliability of 
financial information and the safeguarding of all assets 
controlled by the Corporation. These controls and supporting 
procedures include quality standards in hiring and training 
employees, the establishment of organizational structures pro- 
viding a well-defined division of responsibilities and account- 
ability for performance, and the communication of policies and 
guidelines through the organization. Internal controls are 
reviewed and evaluated by extensive internal audit programs, 
which are subject to scrutiny by the shareholders’ auditors. 
Ultimate responsibility for the financial statements rests with 
the Board of Directors. The Board is assisted in its responsibil- 
ities by an Audit Committee, consisting of directors who are 
not officers or employees of the Corporation. This committee 
reviews the consolidated financial statements and 


recommends them for approval by the Board. In addition, 


| 


the committee reviews the recommendations of the internal 
auditor and the shareholders’ auditors for improvements in 
internal control and the action of Management to implement 
such recommendations. In carrying out its duties and respon- 
sibilities, the committee meets regularly with Management 
and with both the internal auditor and the shareholders’ audi- 
tors to review the scope and timing of their respective audits, 
to review their findings and to satisfy itself that their responsi- 
bilities have been properly discharged. 

Deloitte & Touche, independent auditors appointed by the 
shareholders, have examined the financial statements in accor- 
dance with generally accepted auditing standards, performing 
such tests and other procedures as they consider necessary in 
order to express the opinion in their Report to the 
Shareholders. The shareholders’ auditors have full and free 
access to the Audit Committee to discuss their audit and related 
findings as to the integrity of the Corporation’s financial 


reporting and the adequacy of the systems of internal control. 


ee 


H. Sanford Riley 
President & 
Chief Executive Officer 


mane 


Gregory D. Tretiak 
Senior Vice-President, | 


Finance 


Auditors’ Report 


TO THE SHAREHOLDERS OF INVESTORS GROUP INC. 
We have audited the consolidated balance sheets of Investors 
Group Inc. as at December 31, 1998 and 1997 and the con- 
solidated statements of income, retained earnings and changes 
in financial position for the years then ended. These finan- 
cial statements are the responsibility of the Corporation’s 
management. Our responsibility is to express an opinion on 
these financial statements based on our audits. 

We conducted our audits in accordance with generally 
accepted auditing standards. Those standards require that we 
plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material mis- 
statement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the 


accounting principles used and significant estimates made 


by management, as well as evaluating the overall financial 
statement presentation. 

In our opinion, these consolidated financial statements pre- 
sent fairly, in all material respects, the financial position of 
the Corporation as at December 31, 1998 and 1997 and the 
results of its operations and the changes in its financial posi- 
tion for the years then ended in accordance with generally 


accepted accounting principles. 


Chartered Accountants 


Qhett Teach 22 


Winnipeg, Manitoba 
January 29, 1999 | 
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Ten Year Review 


CONDENSED STATEMENTS OF INCOME 
For the years ended December 31 (in thousands of dollars except amounts per share) 


5 Year% 10 Year% 
1998 Ney 1996 19:95 1994 CAGR") 13} IQQz IOC) 1990 1989 CAGR"®) 
Fee income 855,751 725,887 544,375 434,447 407,710 20.5 336,891 256,154 204,042 157,092 145,878 20.3 
Net investment income 73,730 71,031 69,101 54,014 39,571 9.0 47,820 60,871 52,605 50,889 54,040 a2 
929,481 796,918 613,476 488,461 447,281 19.3. 384,711 317,025 256,647 207,981 199,918 WLS) 
Operating expenses 605,310 547,522 434,643 339,705 327,100 15.8 290,147 239,725 193,498 154,325 137,476 7A 
324,171 249,396 178,833 148,756 120,181 WE) 94,564 77,300 63,149 53,656 62,442 HWE) 7/ 
Income taxes 135,827 101,884 61,331 51,049 35,578 41.1 24,261 18,967 12,434 6,036 12,123 2/3 
Net income 188,344 147,512 117,502 97,707 84,603 21.8 70,303 58,333 50,715 47,620 50,319 16.3 
Earnings per share (¢) 89 70 56 46 40 21.8 33 29 27 25 26 155) 
Dividends per share (¢) 38 30 25 19 16 24.9 13 11 10 10 9 15.8 
ROE®) (%) 23.8 Call 18.8 73 16.6 = 6.2 15.4 18.5 20.1 23.3 = 
Average shares 
outstanding (000’s) PAlniesye — aililsstsis} — 2iiey7A0y MIO) ZZMIIESAO - 211,370 204,156 191,550 192,040 197,178 = 
Share price (closing $) 26.40 22.60 13.50 8.32 8.69 18.3 11.38 6.47 5538 she) 3.02 30.7 
STATISTICAL DATA (in millions of dollars) 
| MUTUAL FUNDS 
Sales 6,296 6,513 5,031 3,472 4,240 9.8 3,940 3,134 2,270 1,547 1,318 18.5 
Redemption rates (%) 
including MMF©) 10.0 8) 11.6 15.4 eh = W222 ies 12.4 16.5 17.0 = 
excluding MMF?) 8.3 8.2 @),5 13.2 11.6 - 2,8) 8.3 8.9 13.1 13.8 = 
Net sales 2,887 3,522 2,361 543 1,900 3.9) 2,168 1,663 1,068 277 117 40.7 
Assets under management 36,064 32,248 25,912 20,262 WL SIA 17.9 15,800 11,359 9,290 7,065 6,869 19.7 
MORTGAGES 
Originations ae) 1,002 912 812 985 8.5 638 766 546 475 677 4.4 
Mortgages serviced 8,144 4,157 4,145 37939 3,541 Zle2 3,120 3,015 2,754 2,710 2,542 13.9 
INSURANCE 
Sales (annualized premiums) 19 14 10 8 4 Zia 6 5 6 6 6 13.2 
In force (face Sea 14,548 12,279 10,327 9,256 8,158 13.9 7,600 7,012 6,551 5,996 5,180 13.0 
DEPOSITS AND CERTIFICATES 
Sales 78 94 7. 301 259 (18.4) 216 214 305 452 455 (17.3) 
Deposits & BEEN 372 488 986 1,032 1,085 (21.4) 1,240 1,426 1,612 1735 1,675 (12.9) 
| fs AG pS ris A T7939) 1,765 1,959 1,904 1,866 (1.6) oo. 2,102 2,139 2,228 2,176 (0.5) 
MUTUAL FUND UNITHOLDER 
pens (in thousands) 3,498 2,890 2,196 1,726 1,485 24.2 1,184 974 839 754 701 18.1 
eC gases a ee i tae ee eel 
ERTS Me aoe) a Hens mae 846 764 706 135 538 475 426 394 367 113 
USE RESET ANINES mee Ga 3,187 3,032 S095) 4.6 3,019 2,491 1,941 1,728 1,596 8.7 


( Compound annual growth rate 


Return on average common equity 


) Money market funds 


IWR NM eS) tio: if ss Gor oO Ww p 
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Quarterly Review 


STATEMENTS OF QUARTERLY INCOME 


For the years ended December 31 (in thousands of dollars except amounts per share) 


1998 1997 
Ath 3rd 2nd 1st 4th 3rd 2nd lst 

FEE INCOME 
Management $166,272 $166,249 $169,334 $155,764 SSL Si SI47-387 $136,376 $126,105 
Administration 37,015 32,183 29,688 29,924 28,430 28,728 26,092 22,604 
Distribution 19,366 16,641 17,850 15,465 17,925 13,819 13,008 14,326 


Total fee income 222,653 215,073 216,872 20M S 


197,492 189,884 175,476 163,035 


INVESTMENT INCOME 


Investment income 38,536 26,499 27,677 26,494 35,706 26,349 32,780 30,936 
Interest expense 10,856 Wak hy? 11,434 12,074 11,482 12,098 15,042 16,118 
Net investment income 27,680 15,387 16,243 14,420 24,224 14,251 WRISS 14,818 
OPERATING INCOME 250,333 230,460 PS) IIs LS 221,716 204,135 193,214 IW7,853 
OPERATING EXPENSES L5 5.213 143,721 52223 154553 146,078 136,086 133,774 131,584 
Income before income taxes 95,120 86,739 80,892 61,420 75,638 68,049 59,440 46,269 
Income taxes 42,734 36,396 32,422 24,275 35,198 27,799 D2V233 16,654 
NET INCOME S 52,386 Sy 507343 S 48,470 S Sls S 40,440 S 40,250 S$ 37,207 S 29,615 
EARNINGS PER SHARE (¢) 24.8 23.8 22.9 17.6 19.1 19.1 17.6 14.0 


DIVIDENDS PER SHARE (¢) 1 0)9) 9.5 9.5 8.5 8.5 725 725 6.5 


STATISTICAL DATA 


(in millions of dollars) 


MUTUAL FUNDS 


Sales S290 Sil, seg S 1,546 S Zao S$ 1,682 S 1,446 $ 1,395 § 1,990 

Redemption rate") (%) 10.0 10.0 9.8 9.6 he) 10.2 10.6 ail 

Net sales 503 543 569 NO 940 714 650 1,218 

Assets under management 36,064 31,724 35,913 35,615 32,248 32,206 29,875 27,286 
MORTGAGES 

Originations $ 209 $ 253 S 298 5 199 $ 227 S 250 $ 290 $ 235 

Mortgages serviced 8,144 ial, 4,160 4,151 457 4,152 4,139 4,084 
INSURANCE 

Sales (annualized premiums) $ 6 S 5) : 4 $ 4 $ 5 $ 3 $ 3 S$ 3 

In force (face amount) 14,548 13753 13,208 12,747 12,279 11,695 11,192 10,733 


DEPOSITS AND CERTIFICATES 


Sales S 20 S 19 S WY S$ 22 S 23 S 21 S 28 S 22 
Deposits & certificates SZ 386 404 419 488 ) 543 589 632 
CORPORATE ASSETS S 1,799 Sil Silos! S$ 1,749 S 1,765 S$ 1,649 S 1,654 S 1,966 
: 3,791 3,703 3,659 3,507 3,401 3,369 3,314 


REPRESENTATIVES 3,774 


(1) Including money market funds 
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Booperate Governance 


The Corporation is a leading provider of personal financial 
planning services and related products in Canada. It is also Canada’s 
largest sponsor and distributor of mutual funds. 

The Corporation was established more than 50 years ago. Today, 
its controlling shareholder, Power Financial Corporation, holds 
67.4% of its outstanding shares. 

Operating in the financial services industry, the Corporation is 
already subject to many guidelines and regulations concerning its affairs. 
The Corporation believes that active Boards and Board Committees 
are the cornerstone of sound corporate governance, and offers the 


following comments with respect to its governance practices. 


BOARD AND BOARD COMMITTEES 
The Board of the Corporation is comprised of sixteen Directors, 
and there are four Committees of the Board. A total of twenty- 
two (22) Board and Board Committee meetings are scheduled for 
1999.The mandate of the Board is to supervise the management 
of the business and affairs of the Corporation. The management 
of the mutual funds is supervised by a separate Board of Directors 
composed of individuals who are not Directors of the Board of 
the Corporation except for the Chief Executive Officer. 

The mandates of the various Committees of the Board of the 


Corporation are as follows: 


EXECUTIVE COMMITTEE 

The Executive Committee exercises between meetings of the 
Board all powers of the Board of Directors except those powers 
which by law cannot be delegated to an executive committee. Its 
mandate is to supervise the management of the business and affairs 
of the Corporation and more specifically, the Committee will 
appoint senior officers, review their performance and determine 


their compensation. Nine (9) meetings are scheduled for 1999. 


PUBLIC POLICY COMMITTEE 

The Public Policy Committee reviews and assesses the Corporation’s 
policies and procedures with respect to charitable contributions, 
personnel policies and employment practices and other matters 
relative to the Corporation’s response to its social obligations and 
to the public interest in the conduct of its business. Two (2) 
meetings are scheduled for 1999. 


AUDIT COMMITTEE 

The primary mandate of the Audit Committee is to review the 
quarterly and annual financial statements, public disclosure docu- 
ments containing financial information, and reports to be filed with 
regulatory authorities in connection with the financial condition 
of the Corporation; to review and monitor the role of the exter- 
nal auditor; and to ensure that appropriate internal control 
procedures are in place. Four (4) meetings are scheduled for 1999. 


| 
| 


INVESTMENT COMMITTEE 


The Investment Committee’s mandate is to monitor the investment 


operations of the Corporation and its subsidiaries. The Committee 
is responsible for reviewing compliance with, and approving changes 
in, the investment policy of the Corporation and its subsidiaries. 
Three (3) meetings of the Committee are scheduled for 1999. 


BOARD AND BOARD COMMITTEE COMPOSITION 

The majority of the sixteen directors on the Board are considered 
to be unrelated to the Corporation. In addition, a number of 
directors are free from any interests in, or relationships with, either 
the Corporation or its controlling shareholder. 

There is a majority of Directors unrelated to the Corporation 
on all Committees of the Board, and the Audit Committee is 
comprised entirely of non-management Directors. The Chairman 
of the Board and the Chairs of the Board Committees are all non- 


management Directors. 


BOARD OPERATION 

The Chairman’s responsibility towards the efficient operation of 
the Board includes the recommendation, after consultation, of 
appropriate candidates for nomination to the Board, as well as rec- 
ommendations concerning Directors’ compensation and any 
change that would improve the working of the Board. Committees 
may, at the expense of the Corporation, retain such professional advi- 
sors as the Committees deem appropriate for purposes of carry- 
ing out their duties and responsibilities. 

Management is expected to develop strategic plans for the 
operations of the Corporation. The Executive Committee is 
involved on an ongoing basis in reviewing and approving the 
strategic plans, as well as the annual business plans incorporating 
business objectives and key results for which management is also 
responsible every year. The strategic plans and annual business 
plans are submitted to the Board for ratification. Management is 
expected to implement the plans, achieve the objectives and antic- 
ipated results, and to report regularly to the Board and the Executive 
Committee on their progress. 


SHAREHOLDER COMMUNICATIONS 

In addition to the public documents the Corporation is required 
to file with the various regulatory authorities, the Corporation reg- 
ularly communicates with its shareholders and the financial com- 
munity through quarterly reports, the annual report and press 
releases, as needed. Any shareholder wishing to contact the 
Corporation may do so through the Corporate Secretary’s 
Department. A question period is reserved for shareholders at the 
end of each Annual Shareholders’ Meeting and shareholders are 
invited to ask questions or address their comments to the 


directors and senior officers of the Corporation. 
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Group 1998 


Board of Directors 


ROBERT GRATTON 


Chairman 


Investors Group Inc. 
President and 

Chief Executive Officer 
Power Financial Corporation 
Montreal, Quebec 

A 


H. SANFORD RILEY 
President and 

Chief Executive Officer 
Investors Group Inc. 
Winnipeg, Manitoba 
ACG 


JAMES W. BURNS, o.c. 
Deputy Chairman 
Power Corporation of Canada 


Montreal, Quebec 
A® 


Officers 


H. SANFORD RILEY 
President and 
Chief Executive Officer 


MICHAEL A. MILLER 
Executive Vice-President, 


Products and Distribution 


RICHARD E. ARCHER, c.F.A. 
Executive Vice-President, 


Investments 


DALE A. G. PARKINSON, F.c.a. 


Executive Vice-President 


GARY WILTON 
Executive Vice-President, 


Client and Information Services 


ANDRE DESMARAIS 
President and 

Co-Chief Executive Officer 
Power Corporation of Canada 
Montreal, Quebec 

A 


PAUL G. DESMARAIS, 
PSCry Coce 


Chairman of the Executive 
Committee 

Power Corporation of Canada 
Montreal, Quebec 


PAUL DESMARAIS, JR. 
Chairman and 

Co-Chief Executive Officer 
Power Corporation of Canada 
Montreal, Quebec 

A 


WANDA M. DOROSZ 

President, Chief Executive Officer 
and Managing Partner 

Quorum Group of Companies 
Toronto, Ontario 


ROBERT G. GRAHAM 
Company Director 
Sarasota, Florida 


Aa 


ALAN BROWNRIDGE, 
C.GiA., C.F.A. 


Senior Vice-President, Bonds 


ROBERT G. DARLING 


Senior Vice-President, Securities 


JEAN-GUY GOURDEAU, 
CHAUECHEA A 
Senior Vice-President, 


Strategic Initiatives 


DOMENIC GRESTONI, c.c.a. 
Senior Vice-President, 
Corporate Investments 


and Treasury 


MURRAY D. KILFOYLE, c.a. 
Senior Vice-President, 


Client Services 


J. DAVID A. JACKSON 
Chairman and Partner 
Blake, Cassels and Graydon 
‘Toronto, Ontario 


At 


THE RIGHT HONOURABLE 


DONALD F. MAZANKOWSKI, P.c. 


Company Director 
Vegreville, Alberta 
A+ 


JOHN McCALLUM 
Professor of Finance 
University of Manitoba 
Winnipeg, Manitoba 

+ @ 


ROY W. PIPER 
Self#Employed Farmer 
Elrose, Saskatchewan 
+ @ 


THE HONOURABLE 

P. MICHAEL PITFIELD, 

PECs, Os Cz 

Vice-Chairman 

Power Corporation of Canada 
Montreal, Quebec 


+ 


MICHEL PLESSIS-BELAIR, F.c.a. 
Vice-Chairman and 

Chief Financial Officer 

Power Corporation of Canada 
Montreal, Quebec 

A+? 


SUSAN SHERK 

Senior Consultant 

AGRA Earth and Environmental 
St. John’s, Newfoundland 

Ae 


GERARD VEILLEUX, 

ONG DEUE 

President 

Power Communications Inc. 
Montreal, Quebec 

+ @ 


COMMITTEES 
A Executive Committee 
Chair, Robert Gratton 
+4 Audit Committee 
Chair, The Right Honourable 
Donald F Mazankowski, P.C. 
@ Public Policy Committee 
Chair, Susan Sherk 
H Investment Committee 


Chair, Robert Gratton 


SANDRA A. METRAUX 
Senior Vice-President, Marketing 


A. SCOTT PENMAN, c.r.a. 


Senior Vice-President, Equities 


KEVIN E. REGAN, c.a. 


Senior Vice-President, Sales 


RONALD D. SAULL 
Senior Vice-President and Chief 


Information Officer 


GLEN A. TORGERSON, c.r.pP. 


Senior Vice-President, Sales 


GREGORY D. TRETIAK, 
C.A., C.F.P. 


Senior Vice-President, Finance 


BRIAN C. WEATHERBY, F.c.G.A. 


Senior Vice-President, Taxation 


W. TERRENCE WRIGHT, Q.c. 
Senior Vice-President, 


General Counsel and Secretary 


WAYNE S. WALKER, 
Gr Avy? CLREPS 
President, 


Investors Group Trust Co. Ltd. 
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Financial Planning Centres 


PACIFIC 
ROBERT O’KEEFE 


| B.C. North 
Randy Dombowsky 
(250) 564-2310 


Burnaby Mountain 
Steven Wahrer 


| (604) 431-0117 
Campbell River 
(250) 287-4739 
Chilliwack 

(604) 792-7943 


Courtenay 
(250) 338-7811 


Fraser Valley 
Paul Jennings 


(604) 853-8111 


Kamloops 
(250) 372-2955 


Kootenay 
Wally Eddy 

250) 489-6100 
Nanaimo 

Brian Prochnicki 
250) 754-8223 


Nelson 
(250) 352-7777 


New Westminster 
Lyn McMullen 
604) 526-3725 
Okanagan North 
Perry Catena 
(250) 545-9188 


Okanagan 
Similkameen 
Eugene Walsh 
(250) 762-3329 


| Penticton 
(250) 492-8806 


Richmond 
Stan Lewis 
(604) 270-7700 


Surrey 
| Javier Aragon 
(604) 572-5176 


Vancouver 
| Bradley Campbell 
| (604) 682-5431 


| Victoria 
Downtown 
Richard Hobbs 
(250) 388-4234 
Victoria Metro 
Peter Jennings 
(250) 727-9191 


Senior Vice-President 


MOUNTAIN 


RAYMOND DALLAIRE 
Senior Vice-President 


Alberta South 
Bob Nuttall 
(403) 328-2600 


Calgary Centre 
George Thomson 
403) 229-0555 


Calgary Chinook 
Tom Van Tighem 
403) 253-4840 


Calgary North Hill 
Rick Lowe 
403) 284-0494 


Calgary South 
Brian Mennis 
403) 278-9750 


Edmonton Glenora 
Ric Wrobel 
(780) 488-3828 


Edmonton Mayfield 
Sanjay Mehrotra 
780) 486-5000 


Edmonton Metro 
Ray Simundson 
780) 448-1988 


Edmonton Southside 
Garth McGinnis 
780) 468-1658 


Red Deer 
David Oxley 
780) 343-7030 


MID-WESTERN 
CANADA 


RAYMOND DALLAIRE 
Senior Vice-President 


Brandon 
Larry Sloan 
(204) 729-2000 


Saskatoon East 
Gordon Chipperfield 
(306) 653-3207 


Saskatoon Preston 
Gordon Guenther 
(306) 955-9190 


Southern Saskatchewan 
Barbara March- Burwell 
(306) 757-3511 


Winnipeg Downtown 
Wayne Cadogan 
(204) 943-6828 


Winnipeg Regent 
Doug Bray 
(204) 669-7777 


Winnipeg South 
Rod Woodcock 
(204) 489-4640 
Winnipeg West 
Don Faso 

(204) 786-2708 


Region Managers noted except in case of Division Offices 


ONTARIO 


MARK KINZEL 
Senior Vice-President 


Barrie 
Gabe Chiodo 
(705) 726-7836 


Belleville 
(613) 962-7777 


Brampton 
Bill Charles 
(905) 450-1500 


Brantford 
(905) 756-5834 


Burlington 
Andrew Lyster 
(905) 333-3335 


Chatham 
(519) 358-1115 


Cornwall 
(613) 933-7777 


Grimsby 
Rick Letourneau 
(905) 945-4554 


Guelph 
(519) 836-6320 


Hamilton 
Frank Santelli 
(905) 529-7165 


Kingston 
Pat Reith 
(613) 542-4941 


KW-Guelph 
Mark Stacey 
(519) 886-2360 


Lindsay 
(705) 878-3863 


London 
Earl Hunter 
(519) 679-8993 


London West 
(519) 641-8998 


Markham 
Dan Collison 
(905) 737-8966 


Mississauga 
Chuck Ealey 
(905) 306-0031 


Newmarket 
(905) 895-6718 


Niagara Falls 
(905) 374-2842 


North Bay 
(705) 472-4731 


North Eastern Ontario 
Bill Whitehead 
(705) 674-4551 


Oakville 
Mike Croucher 
(905) 847-7776 


Oshawa/ Whitby 
David Roth 
(905) 434-8400 


Ottawa East 
Mary Lennox 
(613) 742-8018 


Ottawa Nepean 
Bill Evans 
(613) 723-7200 


Ottawa West 
Doug McLeish 
(613) 798-7700 


Owen Sound 
(519) 372-1177 


Peterborough 
Doug Purdy 
(705) 876-1282 


Pickering 
(905) 831-0034 


Sarnia 
Paul Lane 
(519) 336-4262 


Sault Ste. Marie 
Ken Desaulnier 
(705) 759-0220 


St. Catharines 
Shane Payette 
(905) 682-7292 


Thunder Bay 
Arvo Tyrvainen 
(807) 345-6363 


Toronto Central 
Marion Iliohan 
(416) 733-4722 


Toronto Downtown 
Vas Pachapurkar 
(416) 860-1688 


Toronto East 
Tim Whelan 
(416) 292-7229 


Toronto Fairview 
Ron Lalonde 
(416) 491-7400 


Toronto West 
Ken Beck 
(416) 695-8600 


Windsor 
Jim Towle 
(519) 969-7526 


QUEBEC 


JEAN-GUY GOURDEAU 
President, Les Services 
Investors Limitée 


Abitibi-Temiscamingue 
Pierre Lafontaine 
(819) 825-8533 


Anjou 
Jean-Michel Bergot 
(514) 493-1669 


Beauce-Amiante 
(418) 227-8631 


Boucherville 
(450) 641-1515 


Hull-Gatineau 
(819) 243-6497 


La Mauricie 
Moise Tousignant 
(819) 378-2371 


Laval 
Daniel Gagne 
(514) 973-2333 


Le Saguenay 
Jacques Rondeau 
(418) 696-1331 


Montreal Decarie 
Sylvain Leblanc 
(514) 733-1796 


Montreal Westmount 
Babis Chronopoulos 
(514) 935-3520 


Montreal West Island 
Raymond Massa 
(514) 426-0886 


Quebec 
Claude Paquin 
(418) 681-0990 


Rive Sud (Brossard) 
Louise Boudreau 
(450) 443-6496 


Ste. Foy 
Donald Courcelles 
(418) 654-1411 


Sherbrooke 
Yvon Fortier 
(819) 566-0666 


ATLANTIC CANADA 


ROBERT MURDOCH 
Senior Vice-President 


Charlottetown 
John Gibson 
(902) 566-4661 


Corner Brook 
Keith Cormier 
(709) 634-3126 


Dartmouth 
Brian Walker 
(902) 468-3444 


Fredericton 
Mac MacFarlane 
(506) 458-9930 


Halifax 
Jackie McMath 
(902) 423-8294 


Moncton 
Georges Cormier 
(506) 857-8055 


North N.B. Nord 
Blake Harriman 
(506) 622-1750 


Nova North 
Alex MacPherson 
(902) 893-1306 


Saint John 
Brice Belyea 
(506) 632-8930 


St. John’s, NFLD. 
Mark Dulisse 
(709) 753-4300 


Sydney 
(902) 562-5000 


hat Vegas) to Fos Gor o ww p 


i ey Ah ty 


Pa ee oe oe ee ee ee 


ae Ce ee a | 2 
ors 


ee ae ee ed ee ee ae Pa Se 


Shareholder Information 


One Canada Centre, 

447 Portage Avenue 
Winnipeg, Manitoba 

R3C 3B6 

Telephone: (204) 943-0361 
Fax: (204) 942-5350 


The Toronto Stock Exchange 
The Montreal Exchange 

The Winnipeg Stock Exchange 
Stock Exchange Symbol - IGI 


Deloitte & Touche 


Montreal Trust Company of Canada: 
Vancouver, Calgary, Regina, Winnipeg, 
Toronto, Halifax 

Montreal Trust Company: 


Montreal 


The Annual Meeting of Investors Group Inc. 
will be held in the Muriel Richardson 
Auditorium, 

Winnipeg Art Gallery, 

300 Memorial Boulevard, 

Winnipeg, Manitoba, 

on Friday, April 23, 1999, at 

11:00 am Central Daylight Time. 


For additional financial information about the 
Corporation, please contact: Dale Parkinson, 
Executive Vice-President 

Telephone: (204) 956-8441 

Fax: (204) 956-1446 


For additional information concerning 
Investors Group Inc., please contact the 
Corporate Secretary’s Department at 

the Corporation’s Head Office. 
Telephone: (204) 956-8532 

Fax: (204) 956-1446 

Website: http:// www.investorsgroup.com 


The Corporation has renewed its Normal 
Course Issuer Bid through the facilities of 
The Toronto Stock Exchange and The 
Montreal Exchange from February 15, 1999 
to February 14, 2000. During the course of 
the bid, the Corporation intends to purchase 
for cancellation up to 500,000 common 
shares being .24% of its outstanding capital. 
Shareholders may obtain a copy of the Bid, 
without charge, by contacting the Corporate 
Secretary's Department at the Corporation’s 
Head Office. 


lle} Investors 
Group™ 


Head Office 

One Canada Centre, 
447 Portage Avenue 
Winnipeg, Manitoba 

ROCEoBO 


Investors Group Inc. is a member of the Power Financial 
Corporation group of companies. 


™ A trade-mark owned by Investors Group Inc. and licensed to its affiliated corporations. 


This report is printed on environmentally friendly, acid free papers. 


Printed in Canada 


